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= U.S. Securities and Exchange Commission
1l Office of International Corporate Flnance

: 450 Fifth Street, NW. m_
. Judiciary Plaza i
‘ ~ Washington, DC 20549 : ??\,
j : ' USA S '
Dear Sirs: 06018965 |

‘Re:  Canadian Oil Sands Trust - File No. 82-5189

Pursuant to the exemption granted under Rule 12g3-2(b) of the Securities Exchange Act of
1934, as amended, enclosed are the followmg documents of Canadian Qil Sands Trust, all of
which have been filed with the regulatory authorities in Canada:

1. Press Release dated October 24, 2006 regarding Canadian Oil Sands announcing
3 results for the third quarter of 2006 and a distribution of $0.30 per Trust Unit;
§ 2. Press Release dated November 1, 2006 regarding Canadian Oil Sands announcing

Syncrude Joint Venture Owners approving Management Services Agreement between
Syncrude and Imperial Qil;

3. Consolidated Interest Coverage Ratio for the twelve months ended September 30,
2006;
¥ 4, Selected Financial Results of Consolidated financials for the period ending September
3 30, 2006;
1 5. Interim  Financial Consolidated Statements of Income and Unitholders’ Equity of

Canadian Qil Sands Trust for the period ended September 30, 2006;
i 6. Canadian Oil Sands Trust's Form 52-109F2 — Certification of Interim Filings for the
K interim period ending September 30, 2006 executed by the Chief Financial Officer dated
' October 24, 2006;
! 7. Canadian Oil Sands Trust's Form 52-109F2 — Certification of Interim Filings for the
iE interim period ending September 30, 2006 executed by the President and Chiet
Executive Officer dated October 24, 20086;

8. Letter of Confirmation dated November 3, 2006 with respect to the mailing of the third 5
v . quarter interim report; l
! 9. Form 51 ~ 102F3, Material Change Report dated November 1, 2006 with respect to the
Management Services Agreement between Syncrude and Imperial Qil;
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10. Press Release dated November 20, 2006 regarding Canadian Qil Sands announcing
- Syncrude to perform minor reparrs to Coker 8-2; and

11. ' Press Release dated November 29, 2006 regarding Canadian Oil Sands announcing its

.purchase from Talisman Energy Inc. of its 1.25 per cent interest in Syncrude Joint
"Venture. ‘

If you have any questions or concerns, please contact me directly at (403) 218-6240.
t
Sincerely, '

CANADIAN OIL SANDS LIMITED

Trudy M. Curran
General Counsel & Corporate Secretary
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Canadian Oil Sands Trust reports results for the third quarter of 2006 and a
distribt!:tion of $0.30 per Trust unit

|
All financial figures are unaudited and in Canadian dollars unless otherwise noted. All figures provided per Unit reflect
the 5:1 Unit split effective on the close of busint;ass May 3, 2006.

|
Calgary, AB. (October 24, 2006) — Canadi.fan Qil Sands Trust ("Canadian Qil Sands” or the “Trust” or “we")
(TSX - COS.UN) today announced fundsffrom operations declined slightly to $359 millicn, or $0.77 per
Trust unit ("Unit"), in the third quarter of 2:006 compared to $364 million, or $0.79 per Unit, for the same
2005 quarter. For the nine months ended‘ September 30, funds from operations rose to $824 miltion, or
$1.77 per Unit, from $741 million, or $1 .61: per Unit, in 2005. The increase in funds from operations year-
to-date 2006 primarily reflects higher reallzed Syncrude ™ Sweet Blend ("SSB") selling prices and sales
volumes. For the 2006 three month peri;od, the higher volumes and selling prices were offset by an
increase in Crown royalties, which rose to $115 million, or $13.01 per barrel, in the third quarter of 2006
from $6 million, or $0.77 per barrel, in the comparable 2005 quarter. The increase in 2006 Crown
royaltieé reflects the shift in royalty rate té 25 per cent of net revenues during the second quarter of the
year. The Trust is declaring a quarterlyf distribution of $0.30 per Unit for Unitholders of record on
November 3, 2006 payable on November 530, 2006.

“In the past quarter we began to see the impact of the Stage 3 expansion with a substantial lift in our
production volumes,” said Marcet Coutu, President and Chief Executive Officer. “During September when
Stage 3 came on-line, Syncrude producti::m averaged 340,000 barrels per day. Our new environmental
unit, the flue gas desulphurizer, which suspended Stage 3 operations after its brief start-up in May, is now

performing well with the use of purchased ammonia.”

Third duarter 2006 overview

» Net income declined 27 per cent sto $278 million, or $0.60 per Unit, in the third quarter of 2006,
from $380 million, or $0.83 per Unit, in the same 2005 period. Net income before unrealized
foreign exchange and future income tax, which management believes is a better measure of
operational performance than nef :incorne. was $291 million, or $0.62 per Unit, in the third quarter
of 2006 compared to $312 million, or $0.68 per Unit, in the same period of 2005.
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The decrease in quaﬁer—over—quafrter net income before unrealized foreign exchange and future
income tax primarily reflects the full impact of the increase in Crown royalties to the 25 per cent
rate of net revenue, which offset the higher sales volumes and average realized SSB selling
price, and lower operating and nlon-production costs reported in the third quarter of 2006. An
increase to depreciation, depletion and accretion ("DD&A”) also reduced net income in the third
.quarter of 2006 compared to the s:ame 2005 period.
‘Crown royalties increased to $115: million, or $13.01 per barrel, in the third quarter of 2006 from
'$6 million, or $0.77 per barrel, ||;| the comparable 2005 quarter. For the nine months ended
September 30, Crown royalties wéare $149 million, or $6.37 per barrel, and $14 million, or $0.70
per barrel, in 2006 and 2005, respiectively. The increase in 2006 Crown royalties reflects the shift
in royalty rate to 25 per cent of net revenues from the minimum one per cent of gross revenue,
which occurred in the second quarrter of the year. _
Net income year-to-date rose sevén per cent to $706 million, or $1.52 per Unit, compared to $657
million, or $1.43 per Unit in 2005. I‘Higher production and strong SSB selling prices contributed to
the improvement in net income, ps;mially offset by an increase in operating costs, Crown royalties
and higher DD&A expense. :
Canadian Qil Sands’ 2006 sales \.f'rolumes averaged approximately 95,000 barrels per day in the
third quarter and 88,000 barrels pér day year-to-date, substantially higher than the 86,000 barrels
per day and 75,000 barrels per c;!ay reported for the respective 2005 periods. The increase in
volumes reflects the resumption of Stage 3 operations late in the third quarter and better reliability
and operating performance of the original Mildred Lake upgrading facility.
Operating costs in the third quarte‘r of 2006 decreased to $19.68 per barrel from $23.61 pel; barrel
in 2005. Lower long-term employ:;ae incentive costs and purchased energy costs contributed to
the approximately 17 per cent deri;line in quarter-over-quarter unit operating costs. Year-to-date,
operating costs were $28.57 per barrel in 2006 compared to $26.63 per barrel in 2005, primarily
as a result of an expanded oper%ﬂing facility to support the Stage 3 project without significant
volume increases prior to the resu;rnption of Stage 3 operations.
Capital expenditures declined to $47 million in the third quarter of 2006 from $230 million in 2005
with the Stage 3 project being essi_éntially complete.
Net debt to book capitalization at éeptember 30, 2006 decreased to 28 per cent from 33 per cent
at December 31, 2005. ;
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CANADIAN OIL SANDS TRUST
Highlights

i
{millions of Canadian dollars, except Trust unit and volume zltmounts)

. Three Months Ended Nine Months Ended
’ l September 30 September 30
' 2006 2005 2006 2005
i
Net Income i $ 278 3 380 $ 706 $ 657
Per Trust unit- Basic ' $ 0.60 $ 0.83 3 1.52 $ 1.43
Per Trust unit- Diluted j $ 0.58 3 0.83 $ 1.51 $ 143
Funds From QOperatlons | $ 359 % 364 % az4 - 41
Per Trust unit i 3 0.77 $ 0.79 3 1.77 $ 1.61
i
Unitholder Distributions X $ 140 $ 92 $ 372 $ 184
Per Trust unit ' $ 0.30 $ 0.20 $ 0.80 $ 0.40
Syncrude Swaet Blend Sales Volumas * '
Total (MMbbls) ! 8.8 7.9 23.4 20.5
Daily average (bbls) 895,438 85,942 85,662 75,210
Per Trust unit (bbls/Trust unit) ' - - 0.1 -
Operating Costs per barrel : 3 19.68 $ 2361 $ 28.57 $ 26.63
Net Realized Selling Price per barre! :
Realized selling price before hedging ' $ 78.14 $ 76.67 $ 75.61 $ 69.71
Currency hedging gains (fosses) : 0.29 0.76 0.76 0.80
Net realized selling price | 3 78.43 3 77.43 $ 76.37 3 70.51
Waest Texas Intermediate ($US per barrel) i $ 70.60 -S 63.31 $ 68.29 $ 55.61

!
* The Trust's sales valumes may differ from its production volumes due to changes in inventory, which are primarily in-transit pipeline volumes.
|

i
Third quarter operations marked by restart of Stage 3

Figures provided below are the gross Syncrude numbers and are not the Trust’s 35.49 per cent net share.

Syncrude's post-Stage 3 facilities now r';ave a design productive capacity of approximately 350,000
barrels per day. Referred to as “barrels pef calendar day", this figure reflects the average daily production
rate under normal operating conditions, wrflich include scheduled downtime required for maintenance and
turnaround activities and unscheduled downtime as a result of mechanical problems, unanticipated
repairs and other slowdowns. The maximi.lm rate a facility can produce when operating at full capacity
under optimal conditions and with no dowr!ﬂime for maintenance or turnarounds is referred to as “bamels
per stream day”. Syncrude’s post-Stage 3,facilities have the design capability to produce about 375,000
barrels per stream day. All references to éyncrude's daily production in the following discussions refer to
Syncrude’s “ba}rels per calendar day”, unlé%ss stated otherwise.

i
SSB production during the third quarter :pf 2006 totalled 26 million barrels, or approximately 283,000
barrels per day, compared to 21.9 millionfbarrels, or approximately 238,000 barrels per day in the third
quarter of last year. Third quarter 200;6 production reflects solid operations from the base plant
supplemented by new volumes from the Stage 3 facilities during September. The same quarter of 2005
was impacted by the start of maintenance énd revamp activities on the vacuum distillation unit.
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For the nine months ended September 30, 2006 production totalled 66.4 million barrels, or about 243,000

barrels per day, compared to 57.3 million ;barrels, or approximately 210,000 barrels per day, in the same
2005 period. Year-to-date 2006 volumes f;eﬂect an extended turnaround of Coker 8-1 earlier in the year
offset by the start-up of Stage 3 and impro;ved reliability of the Base Plant operations. The same period of

2005 reflects the extended turnaround of Coker 8-2 and repairs to a hydrogen plant.
_ D

i
Syncrude employees and contractors rechded a lost time injury rate of 0.15 per 200,000 workforce hours
for the nine-month period ended Septembér 30, 2006. While still reflecting a good safety record, the 2006

rate is up from the outstanding LTI peﬁorrqance of 0.04 during the same time period last year.

Stage 3 commences production ‘
Syncrude resumed its Stage 3 operations;with the introduction of bitumen feed into Coker 8-3 on August
30, 2006. Production volumes gradually riamped up during the month of September to allow for regular
monitoring and testing of the flue gas desulphurization (*FGD") and other units. Investigations into the
odorous emissions that occurred during l(he operation of Syncrude's new FGD unit and coker in May
determined that the ammonia being used in the FGD was largely responsible for these emissions.
Analysis indicated the ammonia produced at the Syncrude operation contains impurities, including odour-
causing compounds. In order to suppo.'rt the operation of the FGD, Syncrude will be processing
purchased agueous ammonia while it in:vestigates a long-term strategy to use the on-site produced
ammonia. Certain other modifications also were undertaken on the FGD to help improve its performance.

!
In addition to enabling the re-start of the étage 3 facilities, the use of purchased ammonia is expected to
help prevent odours and realize the FGD's environmental benefit of significantly reducing sulphur dioxide
emissions from the expansion facilities. Syncrude has been testing the FGD using purchased ammonia
since late July with good resuits. The cost to import the ammonia is expected to total about $3 million per
month. No estimates are available at ghls time for any potential costs associated with developing
permanent changes to enable Syncrude té use its internally produced ammonia.

Syncrude continues to focus on lining out :and optimizing the new Stage 3 operating units in order to ramp
up to full annual productive capability of 128 million barrels, or 45 million barrels net to the Trust. During
the intreduction of the Stage 3 units into ftilll operations in 2006, Syncrude’s first priority has been the safe
and reliable expansion of volumes. The next area of focus will be on improving product quality from SSB
to Syncrude™ Sweet Premium (“SSP"). Slyncrude has identified unanticipated hydrogen limitations, which
will require modifications to the steam g]eneration unit of the new hydrogen plant before SSP can be
produced. Syncrude plans to implementithese modifications during planned turnarounds in the fall of
2007; accordingly, the transition to the fully upgraded, higher quality SSP product is now not expected to
occur until the fourth quarter of 2007. W:e believe that SSP's higher quality should enable scme of our

t

}
i
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existing customers to increase the amount of Syncrude production they process and potentially attract
new customers. With the delay in producir)g SSP, we expect more of our production will now have to be
shipped to further markets, potentially resf.llting in a wider price discount to WTI going forward; however,
the supply/demand equation for synthetic <:)il is difficult to predict and quantify.

With the Stage 3 project being essentiatly;complete. Syncrude has expended approximately $8.45 billion
on the project. Ancillary costs of about $1q0 million, gross to Syncrude, remain to be incurred.
|

1

Offer to acquire Canada Southern Petrdleum Ltd.

Canadian Qil Sands’ offer to purchase all of the outstanding common shares of Canada Southern
Petroleum Ltd. ("Canada Southern”) expired on September 6, at which time we had taken up about 78
per cent of the common shares outstandin!g. A special meeting of the shareholders of Canada Southern is
planned for October 25 to vote on the amajlgamation, which will enable Canadian Qil Sands to take up the
remaining common shares. '
[

Canadian Qil Sands is in the process of {disposing Canada Southern’s conventional natural gas assets
and expects to conclude this process by tl:'ne end of the year, after which point Canadian Oil Sands would
continue to hold only the natural gas intereists inl the Arctic Islands.

Brant Sangster appointed director ;

Mr. Brant Sangster was appointed as a Director of Canadian Oil Sands Limited, a wholly owned
subsidiary of the Trust, effective September 6, 2006. Mr. Sangster brings to Canadian Oil Sands' Board

f
sector. On August 31, 2006 he retired as;Senior Vice President, Qil Sands with Petro-Canada where he

nearly 40 years of operations experience, in the energy industry, most recently focused in the oil sands
|

was responsible for managing the company’s cil sands businesses, including their 12 per cent interest in

the Syncrude Joint Venture and participat:ion in the Fort Hills mining and upgrading project. In addition to

his 25-year career as a senior executive with Petro-Canada, Mr. Sangster held various strategic planning

and operating positions with Imperial Qil,Ltd. for 13 years. He holds a B. Sc. in Chemical Engineering

from Délhousie University. |
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Distribution reinvestment plan (DRIP)

Eligible Unitholders who wish to participattfa in the Trust's current DRIP must file their election form, in the
case of registered Unitholders, with Comp:utershare Trust Company of Canada at the number or address
noted on the enrolment forms before th?& November 3, 2006 record date. Unitholders who hold their
Units in the name of a broker should coptact their broker to ensure that the proper election forms are
completed and sent in before Novembe:r 3, 2006. Information on the plan and enrolment forms are
available on the Trust's web site or by callifng Investor Relations.

The Trﬁst intends to suspend the DRIP or;1ce it reaches its net debt target of $1.2 billion, which based on
our Outlook as at October 24, 2006 and the current crude oil price environment, we now expect 10 occur
in the latter half of 2007. The Trust had E)reviously indicated its intention to modify the DRIP’s terms to
provide Unitholders with the ability to rein\}est quarterly distributions at the volume weighted average price
("VWAP"}), however, the Trust has since decided to suspend the DRIP entirely to reduce administrative
burden and costs, and to allow for an e!asier possible reinstatement of the DRIP in its current form if
required in the future to fund new investing? activities.

Foreign ownership update ;

Based on information from the statutory ;declarations by Unitholders, we estimate that, as of August 4,
2006 approximately 43 per cent of our Unitholders are non-Canadian residents with the remaining 57 per
cent being Canadian residents. The currént foreign ownership level has increased considerably from the
last declaration date of May 8, 2006, whi:ch was approximately 36 per cent at that time, as disclosed in
our July 25, 2006 second quarter report.; Canadian Oil Sands’ Trust Indenture provides that not more
than 49 per cent of its Units can be held b? non-Canadian residents. _

The Trust continues to monitor its foreign| ownership levels on a regular basis through declarations from
Unitholders. The next declarations to be requested will be as of November 3, 2006. The Trust plans to
post the results of the declarations on fts web site at www.cos-trust.com under investor information,

. )
frequently asked questions. This section 'of the web site and page 45 of the Management's Discussion

and Analysis section of the Trust's 2005 annual report describe the Trust's steps for managing its non-

]
t

Canadian resident ownership levels. '

I
‘
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Outlook for 2006

The following provides Canadian Oif Sands’ OL;HOO’( for 2006 as of Oclober 24, 2006 and is subject to change without
notice. Certain information regarding the Trust 'eand Syncrude set forth below, including management's assessment of
the rrmmg lo start producing SSP; the remammg costs fo finish clean-up of Stage 3; the suspension of the DRIP; the
timing on reaching the Trust's debt target; the! expectation for the net cost of Canada Southern Pefroleum Ltd.; the
Trust's future production, revenues and costs for 2006; the maintenance schedule for the remainder of 2006; crude oil
prices for the year; and the level of taxability of Units in 2006, may constitute forward-looking statements under
applicable securities law. Forward-looking statéments often contain terms such as "may", "will”, "should”, "anlicipate”,

"expects” and similar expressions. These stalements represent management's current expectations and befiefs
based on information known today. However, Eby their nature, forward-looking statements necessarily involve risks
and uncertainties, known and unknown, which' may cause actual performance and financial results in future periods
to materially differ from the estimations or resu:its expressed or implied by such forward-looking statements. For more
detail on the factors and risks that could potentially impact the outlook, please refer {o the Management's Discussion
and Analysis section of the third quarter 2006?repon and the Qctober 24, 2006 guidance document, as well as the
risk faclors contained in the Trust’s annual infonnarion form, all of which are available on the Trust’s web site at
www.cos-trust.com under investor information.| The infarmation in these sections is alf forward-looking, and as such,
is qualified by this advisory. Unless required,by law, the Trust assumes no obligation to update forward-looking

statements should circumstances or management's estimates or opinions change.

!
Canadian Oil Sands has rewsed its Outlook for 2006, highlights of which are as follows. More information
on the Trust's outlook is available in its Gwdance Document dated October 24, 2006, which is posted on

the Trust's website at http:Ilwww‘cos-trust.comlinvestorlqu|dance.asox.

s Syncrude production to range betv:yeen 90 and 98 million barrels, or 32 to 35 million barrels net to
the Trust based on our 3549 per 'cent interest, with a single point estimate of 95 million barrels,
or 33.5 million barrels net to the Trust.

¢ Funds from operations totalling $f1.1 billion, or $2.32 per Unit, based on: annual average WTI
‘crude oil price of US$65.00 per ba:rrel. a foreign exchange rate of $0.89 US/Cdn, an average SSB
to WTI discount of $3.00 per barref for the year and the higher production levels.

e Operating costs of $881 million;T or $26.29 per barrel, which includes $6.51 per barrel of
purchased energy at an estimated-’$6.SOIGJ natural gas price.

¢ Capital expenditures totalling $315 million.

» Based on our expectation of being successful in our offer to acquire all of the outstanding shares
of Canada Southern at a price of US$13.10 per share, we expect a cost for the acquisition of
about $165 million, net of disp:t)sa1 proceeds for the conventional natural gas properties,
acquisition and disposition costs, and liquidation of working capital.

¢ Based on the Trust's 2006 Outloo{k and extension of the current crude oil price environment, we
expect to reach our net debt tar:get of $1.2 billion in the latter half of 2007. Once we have

!
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achieved our net debt target, unles‘s capital investment growth opportunities exist that we believe
would offer Unitholders better val‘ue, we intend to approach full payout of our free cash flow
(funds from operations less capitaljexpenditures and rectamation trust contributions).

s Approximately 95 per cent of the élistributions pertaining to 2006 will be taxable as other income
with the remainder classified as ?a tax-deferred return of capital. The actual taxability of the
distributions will be determined anjd reported to Unitholders prior to the end of the first quarter of
2007.

'
1
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MANAGEMENT'S DISCUSSION AND AI\?AL YSIS

The following Management's Discussion }and Analysis ("MD&A’) was prepared as of October 24, 2006
and should be read in conjunction with! the unaudited interim consolidated financial staterments of
Canadian Oil Sands Trust (“Canadian Oif Sands” or the "Trust’} for the nine-month periods ended
September 30, 2005 and September 30, 2006 as well as the audited consofidated financial statements
and MDG&A of the Trust for m/e year ended,IDecember 31, 2005.

1

ADVISORY:- in the interest of providing the Trust’s Unitholders and potential investors with information regarding the
Trust, including management’s assessment of the Trust's future production and cost estimates, plans and operations,

certain statements throughout this MD&A conltain “forward-looking statements” under applicable securities law.

Forward-looking statements in this M&DA incltde, but are not limited to, staterments with respect to: the anticipated
timing to reach full production rates from Coker 8-3 and to modify the FGD unit and hydrogen plant; the anticipated
costs of the new marketing group being comparable to the fees paid to EnCana Corporation for marketing services;

the anticipated differential to WT! fo be recerved in 2006 for Canadian Oif Sands’ product; the expectation that higher
Syncrude staffing levels and operating costs m 2006 will be reduced on a per barrel basis by higher production from
Stage 3; the expected timing of reaching the net debt target; the expected impact that increased supplies of synthetic
crude oil will have on the net realized sefling price that Canadian Oif Sands receives for its product; the level! of
energy consumption post-Stage 3; capital expenditures for the remainder of 2006; the anticipated cost for the SER
project; the expectation not to enter into crude oil hedges in the future; production estimates for the remainder of
20086; the view that future financing risks are! not significant; the expected realized selling price for Canadian Qil
Sands’ product as expressed as the differential to WTI, the level of natural gas consumption, the anticipated capital
expenditures for 2006 including the amount artnbutable to the Stage 3 expansion and the SER project; the expected
timing to produce SSP; the plans to revise thé DRIP;: the expected price for crude oil and natural gas in 2008, the

expected production, reventies and operatmgicosts for 2006; the expected costs relating to the anticipated higher
* Crown royalty payments; the expected funds [from operations for 2006; the timing and net sales proceeds of the

disposition of Canada Southern Petrofeum Lid. |’s conventional assets; the anticipated impact that cerlain factors such

as natural gas and oil prices, foreign exchange and operaling costs have on the Trust's funds from operations and
net income. You are cautioned not to place; undue reliance on forward-looking statements, as there can be no
assurance that the plans, intentions or expectations upon which they are based will occur. By their nature, forward-
looking statements involve numerous assumpt:ons known and unknown risks and uncertainties, both general and
specific, that contribute to the possibility rhat the predictions, forecasts, projections and other forward-looking
statements will not occur. Although the Trust believes that the expectations represented by such forward-looking
statements are reasonable, there can be no assurance that such expectations will prove to be correct. Some of the
risks and other factors which could cause resulfs to differ materially from those expressed in the forward-looking
statements contained in this MD&A include, but are not limited fto: the impact of technology on operations and
processes and how new complex technology may not perform as expected, labour shortages and the productivity
achieved from labour in the Fort McMurray area the supply and demand melrics for oil and natural gas, the impact
that pipeline capacity and refinery demand have on prices for our products, the variances of stock market activities-
generally, normal risks associated with htrgat:on general economic, business and market conditions, regulatory
changes, and such other risks and uncertamtres described from time to time in the reports and filings made with
securities regulatory authorities by the Trust. You are cautioned that the foregoing list of important factors is not
exhaustive, Furthermore, the forward-looking|statements contained in this MD&A are made as of the date of this
MDBA, and unless required by law, the Trust does not undertake any obligation to update publicly or to revise any of
the included forward-looking statements, whether as a result of new information, future events or otherwise. The
forward-looking statements contained in this M?&A are expressly qualified by this cautionary staterment.

REVIEW OF SYNCRUDE QPERATIONS .

During the third quarter of 2006, Syncrudefoil production totalled 26.0 million barrels, or 9.2 million barrels
net to the Trust based on its 35.49 per c::ent working interest, compared to 21.9 million barrels, or 7.8
million barrels net to the Trust, in the third jquar’ter of 2005.

l
|
1
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Syncrude's post-Stage 3 facilities have thle design capability to produce approximately 375,000 barrels
per day when operating at full capacity uncfer optimal conditions and with no downtime for maintenance or
turnarounds. This daily production capacfty is referred to as “barrels per stream day”. However, under
normal operating conditions, scheduled downtime is required for maintenance and turnaround activities
and unscheduled downtime will occur as airesult of mechanical problems, unanticipated repairs and cther
slowdowns. When allowances for such downtime are included, the daily design productive capacity of
Syncrude's post-Stage 3 facilities is appro?imately 350,000 barrels per day on average and is referred to
as “barrels per calendar day”. All referen:ces to Syncrude's daily production and productive capacity in
the following discussions refer to barrels pe!:r calendar day, unless stated otherwise.
. !

Syncrude’s third quarter 2006 production !of approximately 283,000 barrels per day, or 100,000 barrels
per day net to the Trust, substantially exceeded that of the same period of 2005, which averaged 238,000
barrels per day, or 84,000 barrels per ﬁay net to the Trust. The increase in quarter-over-quarter
production reflects incremental productioln from the new Stage 3 facilities and hetter reliability and
operating performance of the original Miidred Lake upgrading facility (the “Base Plant"). During the
original startup of Stage 3 in May 2006, odbrous emissions were detected that resulted in the shutdown of
Stage 3 operations 10 days following startup. The odorous emissions were believed to be associated
with the flue gas desulphurizer (*FGD"}, an environmentai unit designed to significantly reduce sulphur
dioxide emissions. Following modiﬂcation:s to the FGD and a decision to use purchased ammonia in its
operations the Stage 3 facilities came back on-line. In addition to enabling the re-start of the Stage 3
facilities, the use of imported ammoniaiis expected to help prevent odours and realize the FGD's
environmental benefit of significantly reducing sulphur dioxide emissions from the expansion facilities.
Syncrude has been testing the FGD using:purchased ammonia since late July with good results. The cost
to import the ammonia is expected to total about $3 million per month, or approximately $1 million net to
the Trust. '

i
Syncrude restarted Stage 3 operations at the end of August with volumes averaging approximately
340,000 barrels per day in September, orf 121,000 barrels per day net to the Trust, which approximates
90 per cent of Stage 3 stream-day capécity of 375,000 barreis per day. The Stage 3 restart took
approximately three months to complete, \iNhiCh was longer thah anticipated as Syncrude implemented a
phased approach to ensure regular monitoring and to establish stable operations.

f
Operating costs on a per barrel basis |n the third quarter of 2006 decreased to $19.68 per barrel,
compared to $23.61 per barrel in the th:ird quarter of 2005, mainly due to lower Syncrude incentive
compensation costs and purchased eneréy costs, partially offset by an increase in bitumen production

and processing costs. }

!
i
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For the nine months ended September 36 2006 Syncrude production was 66.4 million barrels, or 23.6
million barrels net to the Trust, relative to 57.3 million barrels, or 20.3 million barrels net to the Trust in the
same period of 2005. Daily production 'ilevels year-to-date in 2006 averaged approximately 243,000
barrels per day, or 86,000 barrels per day net to the Trust, versus 210,000 barrels per day, or 74,000
barrels per day net to the Trust, in the same period of 2005. While production in hoth years was impacted
by extended coker turnarounds, the increase in 2006 production over 2005 is mainly attributable to the
incremental volumes from Coker 8-3 and -better reliability and throughput rates on other upgrading units
compared to the prior year. In 2005, prodfjction was reduced by repairs to Hydrogen Plant 9-2 following a
tube rupture, feed restrictions in the vacuum distillation unit and sulphur pump repairs. Operating costs of
$28.57 per barrel and $26.63 per barrel for the nine months of 2006 and 2005, respectively, reflect the
exiensive maintenance activity in both years; however, increased production costs primarily related to
bitumen production and upgrading contributed to higher per barrel operating costs in the first nine months
of 2006 compared to the same period in :2005, as more fully explained in the operating costs section of

this MD&A. 1
\

i
The Trust's production volumes will differ from its sales volumes due to changes in inventory, which are

primarily in-transit pipeline volumes. In thé third quarter of 2006, SSB inventory levels rose relative to the
same quarter of 2005 as a result of highfer production levels and larger volumes of in-transit crude oil
batches. The growth in SSB volumes from the Stage 3 facilities has required Canadian Oil Sands to
access new markets located further soutlrI\ to sell these volumes. More volumes and the longer time it
takes to deliver the product to more dist'ant markets results in a larger amount of in-transit crude oil
batches. The impact of Syncrude's ope?‘ations on Canadian Oil Sands’ financial results is more fully
discussed later in this MD&A. :

SUMMARY OF QUARTERLY RESULTS

($ millions, except per Trust unit and volume amounts) i 2008 2005 2004
] Q3 Q2 Qi1 Q4 Q3 Q2 ] Q4

Revenues ' $ 6689 $§ 624 § 47318 513 § 612 § 492 § 3448 333
Net incomé 3 278§ 337 § 811]% 174 8 380 $§ 218 § 59|% 122
Per Trust unit, Basic $ 060 § 072 3% 020|$ 038 $§ 083 § 048 § 013 |8 027
Per Trust unit, Dituted $ 05 $ 0v2 % 020|% 037 § 08 % 048 § 013§ 027
Funds from operations a5 § 324 § 141]1% 264 § 364 § 284 § 9418 122
$ 070 § 030|§ 057 § 079 § 062 3 020|% o027

$
Per Trust unit $ 077
Daily average sales volumes (bbls) | 95438 86,394 74,929 78.318 85,942 79,506 59,897 78,294
7843 $ 7935 § 70.24|§ 7207 § 7743 § 6803 $ 6366(% 4629

Net realized selting price, after hedging ($/bbl) $
I

Operating costs ($/bbl) $ 1968 § 2848 $ 4026($ 2554 $ 2361 § 2135 § 3813|% 2127
$

Purchased natural gas price (3/GJ} 542 § 572 § 742|% 1073 $§ 8311 § 694 § 64515 640

' Reveriues after cxude ofl purchases, transportation and markating axpense |

Quarterly variances in revenues, net ihcome. and funds from operations are caused mainly by
fluctuations in crude oil prices, production, unit operating costs and natural gas prices. Net income is also

impacted by non-cash foreign exchange gains and losses caused by fluctuations in foreign exchange
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rates on our U.S. dollar denominated de:bt and by future income tax changes. A large proportion of
operating costs are fixed and, as such, unit operating costs are highly variable to production. While the
supply/demand balance for crude oil affects selling prices, the impact of this equation is difficult to predict
and quantify and has not displayed signif"lcant seasonality. Maintenance and turnaround activities are
'typiCaIIy scheduled to occur in the first or ?second quarter. However, the exact timing of unit shutdowns
cannot be precisely scheduled, and unplanined outages will occur. As a result, production levels also may
not display reliable seasonality patterns or trends. Maintenance and turnaround costs are expensed in
the period incurred and can lead to significant increases in operating costs and reductions in production in
those pericds, as demonstrated by the hiéh per barre! operating costs in the first quarters of 2006 and
2005. Natural gas prices are typically higher in winter months as heating demand rises, but this
seasonality is significantly influenced by weather conditions and North American natural gas inventory
levels.

During the second quarter of 2006, Crown royalties shifted to the higher royalty rate of 25 per cent of net
revehues, compared to the minimum one ber cent of gross revenue that had been in place since January
1, 2002. The 2006 third quarter results1 reflect the full impact of the higher Crown royalty expense
compared to the second quarter of 2006, w:rhich included only one month at the higher rate.

\
REVIE‘{V OF FINANCIAL RESULTS :
In order to provide meaningful information to our Unitholders, the focus of our MD&A is to provide
explanations of material variances in our quarterly financial results and significant events that have
occurred since year-end. We believe matl_arial information relates to the business of the Trust and would
reasonably be expected to have a signiiﬁcant influence on an investor's investment decision. We
endeavor to explain the factors, when material, that ultimately impact the Trust's Unitholder distributions,
such as revenues, operating and non-prodi.lction costs, financing expenses, and capital expenditures. As
well, we provide an overview of the Trust's financing and risk management ;activity in the period.

!
In each of 2006 and 2005, the financial rc-"'zsults of Canadian Gil Sands reflect a 35.49 per cent working
interest in the Syncrude Joint Venture. AII information provided per Trust Unit {*Unit") also has been
adjusted to reflect the 5:1 Unit split that be:came effective May 3, 2006. During the third quarter of 2006,
Canadian Oil Sands acquired approximately 78 per cent of Canada Southern Petroleum Lid. (“Canada
Southern”), as more fully discussed Iater;in this MD&A. The results of operations related to Canada
Southem'’s conventional oil and gas assets are reflected in “Discontinued operations™ on the Trust's
Consolidated Statement of Income and Unitholders’ Equity.

!
Canadian Oil Sands’ funds from operations;; in the third quarter of 2006 of $359 million, or $0.77 per Unit,
was comparable to the same period of 21005, which generated $364 million, or $0.79 per Unit. Net
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income was $278 million, or $0.60 per Uni't, in the third quarter of 2006, down from $380 million, or $0.83
per Unit, in the same period of 2005.

The incremental production from Coker 8-5 and the improved Base Plant reliability in the third quarter of
2006 were the primary reasons for an incréase in revenues of $80 million, before hedging, from the same
pericd in 2005. Total sales volumes were| 8.8 million and 7.9 million barrels in each of the third quarters
of 2006 and 2005, respectively. The incriaase in production was supported by a slightly higher realized
selling price for our Syncrude™ Sweet Blend (“SSB") product, which averaged $78.14 per barrel, before
hedging, in the third quarter of 20086, combared to $76.67 per barrel, before hedging, in the same period
of 2005. The Trust benefited from full ex;‘)osure to robust market prices in both years as there were no
crude oil hedges in place. !
Operating and non-production costs incurréd in the third quarter of 2006 decreased by $14 million and $9
million, respectively, compared to the same period in 2005, as more fully discussed later in this MD&A.
However, the increase in revenues and trbe decrease in operating and non-production costs was more
than offset by a $108 million increase in Crown royalties over the third quarter of 2005 due to the shift
from the one per cent minimum royalty raté to the 25 per cent rate of net revenue royalty in 2008.

In addition, net income in the third quartér of 2006 was impacted by a $52 million reduction in foreign
exchange gains as compared to the same ?quarter in 2005, which included significant unrealized gains on
U.S. dollar denominated debt. Further réducing net income in the current quarter was an increase fo
depreciation, depletion and accretion of $?2 million compared to the same period of 2005 as a result of
the increased production and a higher per barrel depreciation and depletion ("D&D") rate. Finally, third
quarter 2006 net income included a $13 mifllion future income tax expense compared to a $7 million future
tax recovery in the third quarter of 2005. '

On a year-to-date basis, funds from operétions in 2006 increased 11 per cent to $824 million, or $1.77
per Unit, compared to the same nine-monfth pericd in 20056.  Net income in 2006 was $706 million, or
$1.52 per Unit, compared to $657 million, or $1.43 per Unit in 2005. Contributing favourably to the
increase in both funds from operations aréd net income was a $338 million increase in revenues (after
crude oil purchases, transportation and marketing expense, and hedging), which reflects both an increase
in sales volumes and a higher realized selling price. Total sales velumes in the first nine months of 2006
of 23.4 million barrels were 14 per cent higher than in the comparable 2005 period. The year-to-date
realized selling price in 2006 was $75.61T per barrel, before hedging, an increase of $5.90 per barrel,

|
before hedging, compared to the same period in 2005.
. i
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Higher revenues were partly offset by an irjcrease in operating costs and Crown royalties in 2006 of $121
million and $135 million, respectively, co}npared to the nine-month results in 2005. The increase in
Crown royalties reflects the shift o a highér royalty rate in 2006 from the minimum one per cent rate that
applied throughout 2005. Net income in 2006 was further reduced by a $54 million increase in DD&A
'compared to the prior year, which reﬂects; higher production volumes combined‘ with a higher per barrel
D&D rate. Foreign exchange gains and future income tax recovery increases in 2008 of $12 million and
$8 million, respectively, increased net incorfne compared to the prior year.
J

Net income before unrealized foreign excﬁange and future income taxes, which management believes is
a better measure of operational performance than net income, was $291 million, or $0.62 per Unit in the
third quérter of 2006, compared to $312 million, or $0.68 per Unit, in the same period of 2005. For the
first nine months of 2006 and 2005, respectively, net income before unrealized foreign exchange and
future income taxes increased to $637 million, or $1.37 per Unit, from $604, or $1.32 per Unit. The table
below reconciles this measure to net income.

) 1
(% millions) Three Months Ended Nine Months Ended

' September 30 September 30
i 2008 2005 2006 2005
Net income per GAAP $ 278 3 -380 $ 706 $ 657
Add (Deduct): ’
Foreign exchange loss (gain) on long-term debt 1 - (81) {48) (40)
Future income tax expense {recovery) ! 13 n {21) (13)
Net income before foreign exchange i

and future income taxes $ 291 $ 312 $ 837 $ 604

The net income before unrealized foreigniexchange and future income taxes reflecled in the previous
table is a measurement that is not deﬁfned by Canadian generally accepted accounting principles
(“GAAP"). The Trust also reports funds fr{)m operations and free cash flow on both a total and per Unit
basis, which are measures that do not ha\?e any standardized meaning under Canadian GAAP. Funds
from operations is calculated on the Trust’s"_. consolidated statement of cash flows as cash from operating
activities before changes in working capitql. Free cash flow is calculated as funds from operations less
capital expenditures and reclamation trust contributions in the period. In management's opinion, funds
from operations is a key performance indicator of the Trust's ability to generate cash to fund capital
expenditures, while free cash flow is a key indicator of the Trust's ability to repay debt and pay
distributions. Net income before unrealized foreign exchange and future income taxes, funds from
operations, and free cash flow may not be directly comparable to similar measures presented by other

companies or trusts. !

|
i
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Revenues after Crude Oil Purchases, Transportation and Marketing Expense

T B
{5 millionsa) . Three Months Ended Nine Months Ended

September 30 September 30
2006 . 2005 Variance 2008 2005 Variance

Sales revenue ' $ 722 % 619 % 103 $ 1938 § 1469 § 468
Crude oil purchases 27y (2} {25) (141) (7) (134) -~

Transportation and marketing expense (9 {11} 2 (29) (31 2

686 606 80 1,768 1431 337

Currency hedging gains ' 3 ] {3} 18 17 1

$ 689 $ 612 $ 77 $ 1,786 $ 1,448 $ 338

}
Sales volumes (MMbbis) 88 - 7.9 0.9 234 20.5 2.9

' The sum of sales revenue and currency hedging gains equals Sypcmde Sweet Blend revenuss on the Trist's consclideted statement of income.

{$ per bamel) |
. |
Realized selling price before hadging 2 $ 78.14 . 3 76.67 $ 1.47 $ 75.61 $ 69.71 $ 5.80
Currency hedging gains 0.29 . 076 {0.47) 0.76 0.80 (0.04)
Net realized selllng price $ 7843 % 77.43 $ 1.00 $ 76.37 $ 7051 $ 5.86

? Sales rs_vanue, after crude off purchases, transportation and mar!fs@g axpense divided by SSB sales vd;.lms, net of erude o volumes purchased
During the third quarter of 20086, Canadiaﬁ O1il Sands began marketing its share of Syncrude’s production
utilizing its own marketing department following the expiry of the marketing services agreement between
Canadian Qil Sands and EnCana Corporation (“EnCana”} on August 31, 2006, The costs of this new
marketing group are included in Admiﬁistration expenses. These expenses are expected to be
comparable to the costs Canadian Oil Sands previously paid to EnCana to market its crude oil and

related products, which were included in “fransportation and marketing expense”.

Also commencing in the third quarter of 2006, the Trust is separately disclosing its crude oil purchases,
which had previously been netted from! sales revenue. Prior year information has been similarly
reclassified for comparative purposes. Cainadian Oil Sands purchases crude oil from third parties to fulfill
sales commitments with customérs when there are shortfalls in Syncrude's production forecasts, to
expand and develop Iong-térm markets for our synthetic crude oil, and to optimize future transportation
flexibility and costs to support the sales of "our SSB product.

]

The $80 million quarter-over-quarter increase in revenues after crude oil purchases, transportation and
marketing expense and before hedging was due primarily to the 11 per cent increase in sales volumes,
as well as a modest increase in the average realized selling price. While the average West Texas
Intermediate (“WTI"} price, a benchmark ;crude price that our SSB product closely follows, was 11 per
cent higher at US$70.60 per barrel in the third quarter of 2006 compared to US$63.31 in the same period
of 2005, the full benefit of this increase was partially offset by a stronger Canadian dollar in 2006 and a
weaker differential our SSB product received relative to the WTI price. The Canadian dollar averaged
$0.88 US/Cdn in the third quarter of 2006,'}compared to $0.83 US/Cdn in the same quarter of 2005.

[

¥
1
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Qur SSB crude oil realized a weighted-avérage discount of $0.11 per barrel relative to average Canadian
dollar WTI in the third quarter of 2006 corbpared to an $0.85 per barrel premium in the same quarter of
2005. The differential can move from a premium to a discount depending on the supply/demand
dynamics in the market. During the third:quarter of 2006, our monthly SSB product differential ranged
‘frorr'l a premium of $3 per barrel during the shut-down of the Stage 3 operations to a discount of $4 per
barrel as refiners underwent turnarounds and required less SSB in their operations. By comparison, in
the same quarter of 2005 the premium reflected the lower supply of light synthetic crude oil from a

number of producers. :

On a year-to-date basis, revenues after crude oil purchases, transportation and marketing expense and
before hedging, increased by $337 miIIion:in 2006 compared to the similar pericd in 2005. The increase
in revenues reflected both an increase in éa[es volumes, driven by the increase in production volumes as
explained in the review of Syncrude operaiions, and a higher average realized selling price. In 20086, the
realized selling price, before hedging, averaged $75.61 per barrel, an increase of eight per cent from the
prior year. The increase in the average realized selling price reflected the improvement in WTI prices,
which rose 23 per cent to US$68.29 per bialrrel in 2006, partially offset by a stronger Canadian dollar and
a weaker differential. The foreign exchange rate in the first nine months of 2006 averaged $0.88 US/Cdn
compared to $0.82 US/Cdn in the compafrable period in 2005. Our SSB product realized a weighted-
average discount of $1.62 per barrel compared to a premium of $1.15 per barrel realized in 2005, which
primarily reflected the additional supply o} synthetic crude oil in the market in 2006 compared to 2005.
With the anticipated incremental Coker :8-3 production volumes projected in the fourth quarter, we
continue to énticipate an average annual; discount to WTI of $3.00 per barrel in our 2006 Outlook, as
discussed later in this MD&A.

|

}
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Operating costs

Threa Months Endad Nine Menths Endad

September 30 Ssptembar 30
2006 | 2005 2006 2005
$/bbl $ibbl $ibbi $/ebl $mbl Sbbl $/hbbl $/bl
Bituman SSB . Bitumen SSB Bituman 558 Bitumen 558
|
Bltumen Casts ' ‘
Overburdan removal 1.59 ' 1.44 229 1.88
Bitumen production 7.30 i 6.7 8.09 7.63
Purchesed energy * 1.84 . 2.72 2.69 2.79 \
10.73 12.67 10.8% 12,63 13.07 15.27 12.28 14.69
Upgrading Costs 2 '
Bitumen processing and upgrading 434 3.09 4.70 3.95
Tumaround and catalysts 6.53 1.22 .01 .07
Purchased energy * 221 3.08 3.07 2.83
7.05 7.39 10.78 9.85
Other and research 0.18, 304 177 217
Change in treated and untreated inventery (0.22) 0.21 0.38 {0.33)
Total Syncrude operating costs 18.68 23.27 28.18 26.38
Canadian Oil Sands adjustmants * - 0.34 0.39 0.25
Total aperating costs 19.68 23.81 28.57 26.63
]
’ Bituman ssB Bitumen S5B Bltuman SSB Bltumen SSB
Synceude production volumes 334 283° 279 238 284 243 251 210
(thousands of barreis per day) ,
|

! Bitumen cosls refate to the removal of overburden, oil sands mining, biturnen extraction and tailings dyke construction and

disposal costs. The costs are expressed on & per barrel of bitumen production basis and conveded to a per barref of S58 based on
the yield of SSB from the processing and upgrading of biturmen,

Upgrading costs include the productron and ongoing maintenance costs associated with processing and upgrading of
bitumen to SSB. It also includes the costs of major refining equipment turnarounds and catalyst replacement.

Nalural gas costs averaged $5.42/GJ anq $8.31/GJ in the third quarter of 2006 and 2005, respectively. For the nine
months ended Septerber 30, natural gas costs averaged $6.16/GJ and $7.28/GJ in 2006 and 2005, respectively.
4 Canadian Qif Sands' adjustments mainly. pertain to Syncruds-related pension costs, property insurance costs, site
restoration costs, as welf as the inventory impact of moving from production to sales as Syncrude reports per barrel costs based on
production volumes and we report based on sales volumes.

i

Three Months Ended Nine Months Ended
i September 30 September 30
2006 2005 2008 2005
' $/bbl $/bbl $/bbl $/bbl
_ SSB 58B SSB SSB
Production costs f 15.30 17.38 22.36 20.46
Purchased energy | 4.38 6.23 6.21 6.17
Total operating costs ' 19.68 23.61 28.57 2663
' GJs/bbl GJs/bbl GJs/bbl GJs/bbi
i §SB 558 $5B SSB8
Purchased energy consumption | 0.81 0.75 1.01 0.85

Equipment and staff to support Syncrude’s Stage 3 operations were in place throughout 20086, although
production from the new facility was not established until September 2006. This new infrastructure level
carries higher fixed costs which should e\.!rentually be spread over the incremental Stage 3 production.
During planned and unplanned shutdowns Syncrude directs resources towards other activities but the
operation is less efficient with lower productlon and higher operating costs.
I

Operating costs in the third quarter of 2006 decreased to $173 million, or $19.68 per barrel, from $187
million, or $23.61 per parrel, in the same quarter of 2005. A reduction in value of Syncrude’s incentive
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compensation and a decrease in both puré:hased energy and furnaround and catalyst costs were partially
offset by an increase in production costs, which lead to the overall decrease in per barrel operating costs
in the third quarter of 2006 relative to the same period in 2005.

A portion of Syncrude’s long-term incentivie compensation is based on the market return performance of
several Syncrude owners’ units/shares. The resulting incentive plan valuation changes are recorded as
operating cost increases or decreases at éach pericd end. In the third quarter of 2006, the market return
performance of many c;f the Syncrude dwners' units/shares declined due to the recent decrease in
commodity prices, which lowered operatang costs by approximately $3.44 per barrel quarter-over-quarter.
Partially offsetting the per barrel decrease in incentive compensation costs was an increase of $0.63 per
barrel related to an employee retention prpgram Syncrude introduced in 2008, similar to other operators
in the area to reduce staff turnover. The'results of the incentive compensation and retention costs are
included in the “Other and research” line 01; the operating costs table.

Purchased energy costs per barrel declineti:l by 30 per cent to $4.38 per barrel from $6.23 per barrel in the
third quarter of 2006 and 2005, respectively. The decreased purchased energy expense, consisting
mainly of natural gas, reflects a 35 per cent decline in natural gas prices, which averaged $5.42 per
gigajoule (*GJ"} in the third quarter of 2006, compared to $8.31/GJ in the comparable quarter of 2005.
The decrease in prices was offset margin:ally by an eight per cent increase in consumption volumes to
0.81 GJs per barrel in the third quarter of ?006 relative to the third quarter of 2005. Energy efficiency is
reduced during maintenance and start-up periods as the Syncrude operation is highly integrated. Some
units méy be run to provide steam or fuelito other facilities, resulting in increased energy needs without
an offsetting production increase, while' other unit outages may necessitate energy purchases to
temporarily power a connected facility.

Turnaround and catalysts costs also redufced operating costs in the third quarter of 2006 by $0.69 per
barrel relative to the same quarter of 2005{ Syncrude experienced better Base Plant reliability in the third
quarter of 2006, and while some work was performed on its FGD unit in the quarter, more turnaround and
maintenance costs were incurred in the cdmparable quarter of 2005 related to repairs to Hydrogen Plant
9-2, the vacuum distillation unit and the sultphur pumps.

An increase in bitumen mining, extracting énd upgrading costs of approximately $2.00 per barrel partially
offset lower purchased energy, incentive ;:ompensation, and turnaround and catalyst costs in the third
quarter of 2006, compared to the same qdarter of 2005. The costs refated to the Stage 3 infrastructure
and workforce increase were In place durihg most of 2006; however, production from Coker 8-3 did not

begin until September, which resulted in i{igher bitumen production and upgrading costs on a per bharrel
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basis in the three and nine-month periods:ending September 30, 2006, compared to the same periods in
2005.
Year-to-date, operating costs increased to ‘f$668 million in 2006, or $28.57 per barrel, from $547 million, or
.$26.63 per barrel, in the same nine montlj period of the prior year. The increase in per barrel operating
costs was primarily due to an increase in production costs, excluding purchased energy, partly offset by a
reduction in Syncrude’s incentive cofn;i:ensation. The production costs increase accounted for
approximately $2.80 per barrel of the rise in operating costs in 2006 compared to 2005, and was primarily
related "to Stage 3 bitumen production, }extraction. and upgrading, as explained above. Syncrude’s
incentive compensation valuation change in 2006 relative to the prior year reduced year-to-date operating
costs by $0.88 per barrel, which was partiélly offset by an increase in costs related to the new employee
retention program in 2006 of $0.58 per barrel.
Purchased energy costs per barrel of $6.21 in the nine months ending September 30, 2006 were
comparable to the same period in 2005,; which averaged $6.17 per barrel. While purchased energy
consumption rose to 1.01 GJs per barrel from 0.85 GJs per barrel in 2006 and 2005, respectively, the 16
per cent decrease in natural gas prices tol an average cost of $6.16 per GJ in 2006 helped mitigate the
overall increase in purchased energy costs. The increase in consumption volumes was mainly a result of
reduced energy efficiency experienced during Stage 3 start-up activities. Also contributing to the increase
in consumption were repairs on a hot water line during the first quarter of 2006 that resulted in additional
bitumen requirements from the Aurora mirie, which relies mainly on purchased natural gas for its energy
needs. .

|
Purchased energy consumption per barre;! is expected to decline from levels recorded in the first nine
months of 2006 once the Stage 3 operations have stabilized, but consumption is expected {o remain
higher than historical norms of about 0.7 éJs per barrel. We estimate that long-term consumption going
forward will be about 0.85 GJs per barrel as additional hydrogen, which is derived from natural gas, is
eventually to be used to increase product ciuality from SSB to Syncrude Sweet Premium™ (“SSP") and as
bitumen will increasingly be sourced from the Aurora mine. The Aurora mine relies mainly on purchased
natural gas for its energy needs as procéss heat from the upgrader is unavailable due {o the mine's
remote location from the Base Plant. ;
Non-production costs .
Non-production costs in the third quarter o'f 2006 decreased by $9 million from the same quarter of 2005
as there were fewer costs incurred related to the commissioning and start-up of Stage 3 with the
substantial completion of that project eaflier in the year. In the prior year, the project was nearing

completion and additional costs were being incurred as more of the units associated with the project were
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being commissioned and handed over to. the ready-for-operations team. Non-production costs consist
1

primarily of development expenditures relating to capital programs, which are expensed, such as
)

commissioning costs, pre-feasibility engineering, technical and support services, research and

develcpment, and regulatory and stakeholder cansultation expenditures.

Crown Royalties

Crown royalties increased to $115 miIIiorl1. or $13.01 per barrel, in the third quarter of 2006 from $6
million, or $0.77 per barrel, in the compar?ble 2005 quarter. For the nine months ended September 30,
Crown royaities were $149 million, or $6.37 per barmel, and $14 million, or $0.70 per barrel, in 2006 and
2005, respectively. The increase in 2006 Crown royalties reflects the shift in royalty rate to 25 per cent of
net revenues from the minimum one per cent of gross revenue, which occurred in the second quarter of
the year.

Under Alberta's generic Qil Sand Royalty.;the Crown royalty is calculated as the greater of one per cent
of gross plant gate revenue before hedgir{g, or 25 per cent of gross plant gate revenue before hedging,
less Syncrude operating, non-production apd capital costs.

H
Depreciation, depletion and accretion expense

4 .
(% millions) Three Manths Ended Nine Months Ended
+ Septembar 30 September 30
2006 2005 2006 2005

Depreciation and depletion expense $ ' 67 $ 48 $ 173 $ 125
Accretion expense i 3 - 7 1

i

$ 70 $ 48 $ 180 $ 126

D&D expense for the three months ended September 30, 2006 rose by $19 million compared to the same
period in 2005 as a result of a 19 per cent increase in Syncrude production volumes and a higher per
barrel D&D rate. In the first nine months, f)&D expense increased by $48 million, reflecting a 16 per cent
increase in Syncrude production and a higﬁer 2006 per barrel D&D rate.

The Trust revises its estimate of per bar}el D&D expense in the first quarter of each year based on
updated reserve and future development r;osts estimates. The effective property, plant, and equipment
D&D rate in the nine months of 2006 rose to $7.34 per barrel of production compared to $6.11 per barrel
in the same period of 2005. The higher 20b6 D&D rate reflects an increase in the estimate for the Trust's
future development costs, as provided for in the Trust's December 31, 2005 independent reserves report,
which is outlined in the Trust's Annual Information Form and can be found at www.sedar.com, or on our

web site at www.cos-trust.com under investor information.
|

!
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The increased accretion expense in the third quarter and first nine months of 2006 compared to the
same periods of 2005 reflects the higher 9sset retirement obligation outstanding at December 31, 2005
compared to December 31, 2004. i

.
Foreign exchange ‘
Foreign exchange gains/losses in the first nine months of 2006 and 2005 are mainly the result of
revaluations of our U.S. dollar denominated long-term debt caused by fluctuations in U.S. and Canadian
exchange rates. Canadian Oil Sands recorded a $1 million foreign exchange gain in the third quarter of
2006 compared to a $53 million gain in lthe same period of 2005. These figures reflect insignificant
unrealized losses in the third quarter of 2006 compared to $61 million of unrealized gains in the same
period of 2005 as a result of long term debt revaluations. On a year-to-date basis, $45 million and $33
million of gains were recorded in 2006 ancl! 20095, respectively. Revaluations of U.S. dollar denominated
debt contributed $48 million and $40 million of unrealized gains in the first nine months of 2006 and 2005,
respectively. The remaining foreign exch:ange gains and losses relate to the conversion of U.S. dollar

dencminated cash, receivable, and payable balances.

1
l

‘The Canadian dollar was unchanged at $0 90 US/Cdn at September 30, 2006 from June 30, 2006 and

strengthened from $0.86 US/Cdn at December 31, 2005. Similarly, the dollar strengthened to $0.86
US/Cdn at September 30, 2005 from $O.82 US/Cdn at June 30, 2005 and from $0.83 US/Cdn at
December 31, 2004, respectively.

Large corporations tax and other

In the second quarter of 2006, the federal; government enacted legislation that eliminates federal capital
tax, retroactive to January 1, 2006. !

Future Income Tax !

In the third quarter of 2006, there was affuture income tax expense of $13 million compared to a $7
million future tax recovery in the same ql;Jarter of 2005. Year-to-date, future income tax recoveries in
2006 increased to $21 million from $13 mjllion in 2005. The changes in the future income tax expense
and recovery amounts quarter-over-quarter pertain to changes in temporary differences. A future income
tax recovery of $29 million was recorded in 2006 as a result of substantively enacted reductions to future
provincial and federal corporate tax rates and elimination of the federal surtax during the second quarter

of 2006. The remaining variance from the prior year relates to changes in temporary differences.

In the'third quarter of 2006, Canadian Ol Sands acquired approximately 78 per cent of Canada Southern,
as more fully discussed later in this MD&A, which resulted in a $45 million increase to the Trust's total
future tax liability on its Consolidated Balance Sheet at September 30, 2006. The additional future tax
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liability reflects the temporary differences between the book value of the Arctic Island assets and the
related tax pools at the substantively enac}ed tax rates at the time of acquisition. The future tax liability is
not expected to result in higher cash taxes being paid by the Trust's subsidiaries in the future.

]

Capital expenditures 7
Capital spending in the third quarter of éOOB decreased to $47 million from $230 million in the same
period of 2005. Only 14 per cent of third'quarter 2006 expend}tures pertained to Stage 3 as the project
was essentially complete. The Trust speni $148 million less on Stage 3 in the third quarter of 2006
compared to the same 2005 period. In addition, 2005 third quarter capital expenditures included $45
million related to the South West Quadrant Replacement (“SWQR") project, which \;VES largely complete
at the end of 2005. Partially offsetting the reduction in capital spending on the Stage 3 and SWQR
projects was an increase in capital spendipg in the third quarter of 2006 on Syncrude’s sulphur emissions
reduction (*SER") project of approximately5$9 millicn compared to the comparable quarter in 2005.
!

For the nine months ended September 305 capital spending decreased to $243 million in 2006 from $623
miltion in 2005, again reflecting the completion of the Stage 3 and SWQR projects, partially offset by an
increase in spending on the SER project of approximately $20 miltion. The SER project is being
undertaken to retrofit technology into the operation of Syncrude's original two cokers to significantly
reduce total sulphur dioxide and other emlssuons Expenditures on the SER project were expected to
ramp up following completion of the Stage 3 expansion and to tota! approximately $772 m|II|on or $274
million net to the Trust. The Trust's share of the SER project expenditures incurred to date, including
amounts expensed, is approximately $36 million, with the remaining costs to be incurred over the next
three years to coordinate with equipment tarnaround schedules.

As at September 30, 2006 the Syncrude Jeint Venture had expended approximately $8.45 billion to bring
the Stage 3 project into operation, includiﬁg $0.7 billion for the Aurora 2 Mining Train completed in late
2003. Ancillary costs totalling approximately $100 million gross to Syncrude remain to be incurred. The
total cost for Stage 3 net to Canadian Qil Sands is equivalent to approximately $3.0 billion.

Our forecast annual capital expenditures for 2006-are $315 million, which is approximately $485 million
lower than the annual capital expenditures incurred in 2005. The decrease reflects the lower capital
expenditures for the Stage 3 project and completion of the SWQR. Our capital expenditure forecast is
discussed more fully in the Outlook section of this MD&A.
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ACQUISITION OF CANADA SOUTHERNT PETROLEUM LTD.

In the third quarter of 2006 Canadian Qil éands made an offer to purchase all of the outstanding common
shares of Canada Southern for US$13.10 per common share, or total consideration of approximately -
Cdn$224 million. The offer expired on September 6, at which time Canadian Qil Sands had taken up
approximately 78 per cent of the common shares outstanding at a cost of approximately $174 million. A
special meeting of the shareholders of Canada Southern is planned for October 25 to 'vote on an
amalgamation resolution to enable Canadian Oit Sands to take up the remaining common shares.
Canadian Oil Sands is in the process of disposing of Canada Southern's conventional natural gas assets
and expects to conclude this process by;the end of 2006. Subsequently, Canadian Oil Sands would
continué to hold only the natural gas interests in the Arctic Islands {the “Arctic assets”) as a long-term
hedge for Canadian Qil Sands' natural gaé requirements at Syncrude as well as the potential opporiunity
to participate in the development of another long-life energy resource.

As a result of acquiring Canada Southem and the related accounting requirements of such a business
acqunsmon Canadian Qil Sands' Consol:dated Balance Sheet now includes Goodwill, Assets Held for
Sale, and Non-Controlling interest. Each of these is explained more fully in the following discussions.
Canadian Qil Sands' approximate 78 per cent interest in Canada Southern’s net losses since acquisition
is reflected in “Discontinued operations” on the Consolidated Statement of tncome, net of non-controlling
interest losses. The $3 million loss from discontinued operations primarily reflects the administrative
costs incurred by Canada Southern related to its acquisition by Canadian Oil Sands. The Arctic assets
are undeveloped and not currently produc;ing; therefore, no net income impact is associated with those
properties.

Goodwill

Goodwili is the excess amount that results:when the purchase price of an acquired business exceeds the
accounting fair value of the net identiﬁable“ assets and liabilities of that acquired business. At September
30, 2006 goodwitl related to the acquisitioﬁ of Canada Southern was $45 million and arose as a result of
the $45 million future income tax liability o}\ the Arctic assets. The gocdwill balance will be subject to an
annual impairment assessment, or more 'frequently if events or changes in circumstances occur that
would reasonably be expec_ted to reduce th:e fair value below the carrying value.

Assets Held for Sale
Since the Trust intends to sell the conveiptional natural gas assets of Canada Scuthern and the sale
process has commenced, the fair value of the assets and related liabilities less the estimated costs to sell

the assets has been classified as “Held for Sale” on the Trust's Consclidated Balance Sheet.
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Non-Controlling Interest :
At September 30, 2006 the Trust owned approximately 78 per cent of Canada Southern. The remaining
shares of Canada Southern, representing' approximately 22 per cent owned by other shareholders, are
reflected on the Trust's Consolidated Balafnce Sheet at Canada Southern's carrying values. As such, the
non-controfling interest does not reflect thé fair value of the assets and liabilities recorded by the Trust for
its interest in Canada Southern. i

CHANGE IN ACCOUNTING POLICIES i

As of September 30, 2006 there were no significant changes to the Trust's accounting policies from
December 31, 2005. J

LIQUIDITY AND CAPITAL RESOURCES!
!

{$ millions) ; September 30 December 31
: 2006 2005

Current:portion of long-term debt $ . 273 5 -
Long-term debt | 1,324 1,737
Cash and short-term investments ; {86) (88)

Net debt | $ 1,511 $ 1,649

§

Unitholders' equity $ 3,897 3 3,383

Total capitalization ' 5 [ 5408 $ 5,032
]

' Net debt plus unitholders’ equity

i
|
Canadian Oil Sands’ capital structure impr:oved at September 30, 2006 compared to December 31, 2005.
The $706 miltion of net income generated year-to-date in 2006 was more than sufficient to cover the $192
million of distributions, net of the Premiélm Distribution, Distribution Reinvestment and Optional Unit
Purchase Plan (“DRIP"), paid in the first nir'he months, leading to an increase in Unitholders' équity.

Net debt decreased to $1,511 million at Sc:eptember 30, 2006 as a result of credit facility repayments and
foreign ‘exchange gains on our U.S. dollafr denominated long-term debt. Accordingly, net debt to total
capitalization at September 30, 2006 decﬁeased to 28 per cent frorn 33 per cent at December 31, 2005,
The DRIP generated $180 million in new iequity in the first nine months of 2006 at an average price of
$31.76 per Unit. !

|

Funds from operations in the third quartc!_ar of 2006 totalled $359 million, or $0.77 per Unit, relatively
unchanged from $364 million, or $0.79 pe;r Unit for the same period in 2005. In the third quarter of 2006
the Trust required $371 million to fund capital expenditures and mining reclamation trust contributions, the
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costs of acquiring Canada Southern, worki;ng capital requirements, and to pay distributions, leaving a $12
million funding shortfall. The $69 million (i)f DRIP equity generated in the quarter was used to fund this
shortfall and $30 million of credit facilityfrepayments, resulting in a $27 million increase in the cash
balance over the second quarter of 2006. [
Year-to-date, funds from operations in 2|006 totalled $824 million, or $1.77 per Unit, an $83 million
increasé over the $741 million, or $1.61 pér Unit, recorded in the same period of 2005, Canada Southern
acquisit}on costs, capital expenditures, re{clamation trust contributions, distributions and working capital
requirements totalled $314 million in the first nine months of 2006, leaving $90 million of required
financing. DRIP proceeds of approximately $180 million were used to fund this shortfall in addition to $92
million of credit facility repayments, resulting in a $2 million cash draw since December 31, 2005.

J
The TI'I;ISt expects cash balances to build with capital spending remaining low relative to the Stage 3
capital expansion period. We intend to usP these cash balances to repay the current portion of long-term
debt as the various debt tranches reach maturity. To the extent cash balances are insufficient to repay
these maturities, it is expected that bank credit facilities will be used to bridge the repayments until funds
are available. :
The Trust's financing strategy remains unc:hanged with a continued focus on debt reduction towards a net
debt taFget of about $1.2 billion. Conside:ring the recent reduction in crude oil prices, we now anticipate
this net debt target will be achieved in the :Iatter half of 2007, compared to the first quarter of 2007 that we
had estimated at July 25, 2006. Once our net debt target is reached, the Trust intends to suspend the
DRIP. The Trust had previously ihdicat;ed that it intended to modify the DRIP's terms to provide
Unitholders with the ability to reinvest qparterly distributions at 100 per cent of the volume weighted
average price ("VWAP"). However, the Trust has since decided to suspend the DRIP entirely to reduce
administrative burden and costs and to ia\llow for an easier possible reinstatement of the DRIP in its
current form if required to fund future investing activities.

!
In March 2006, Canadian Oil Sands exte:nded its $840 million operating credit facilities. An overview of
the key facilities terms can be found in 'Note 5 of the Notes to the Unaudited Consolidated Financial

i
|
UNITHOLDERS'’ CAPITAL AND UNIT TRADING ACTIVITY
Canadian Qil Sands Units trade on the TCoronto Stock Exchange under the symbol COS.UN. The Trust
had a market capitalization of approximat{ely $14 billion with 468 million Units outstanding and a closing

price of $29.82 per Unit on September 30, 2006.
{

Statements. _
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Canadian Qil Sands Trust - Trading Activity i Third
: : Quarter  September August July
' 2006 2006 2006 2006
t
Unit price i—
High | $ 3875 S 3459 § 3875 § 37.35
Low $ 2815 & 2815 $ 3320 § 3150
Close J $ 2082 § 2982 $ 3380 £ 3722
}
Volume traded {millions}) | 105.8 34.0 51.7 201
Weighted average Trust units outstanding (millioﬁsl 467 .1 468.3 466.4 466.3

On October 24, 2006 the Trust declarezd a distribution of $0.30 per Unit for total distributions of
approximately $140 million. The distributic:an will be paid on November 30, 2006 to Unitholders of record
on November 3, 2006. A Unitholder disftribution schedule pertaining to the quarter and nine month
periods ending September 30 is included i:n Note 8 of the Notes {o the Unaudited Consolidated Financial
Statemeénts. The Trust utilizes debt anfd equity financing to the extent funds from operations are
insufficient to fund distributions, capital ex'penditures, mining reclamation trust contributions, acquisitions
and working capital changes. In the third fquarter of 2006, $12 million of equity from the DRIP was used

to finance these items as disclosed in “non-acquisition financing, net” on the Unitholder distributions
f

schedule.

Canadian Oil Sands issues Unit options (":options") as part of its long-term incentive plan for employees.
There were 198,840 options granted year;-to-date in 2006 with an average exercise price of $29.70 per
option and a fair value of approximately $i million, which will be amortized into income over a three-year
' vesting lperiod. Each option represents tr:le right of the optionholdei' to purchase a Unit at the exercise
price determined at the date of grant. Tlhe exercise price is reduced by distributions over a threshold
amount. The options vest by one-third following the date of grant for the first three years and expire
seven years from the date of grant.

In addition, 34,345 performance unit réghts (“PUPs") were issued in 2006 with a fair value of
approximately $1 miflion. These PUPs a;re earned based on total unitholder return at the end of three
years compared to a peer group, with the ‘actual unit equivalents earned ranging from zero to double the
target award. More detail on the options a;nd PUPs is contained in the Management Proxy Circular dated

March 10, 2006, ;

|
CONTRACTUAL OBLIGATIONS AND CC:)MMITMENTS
As of September 30, 2006 reductions td capital expenditure and other obligations and commitments
resulted from expenditures incurred in the first nine months of the year. However, an increase to the
Trust's contractual obligations and comrﬁitments of approximately $77 million was related to a new
Syncrude employee retention program to 5be earned and paid over a three-year period. In addition, the
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Trust's bipeline commitments were Encreas:ed by $15 million during the third quarter of 2006. Under take
or pay contracts, Canadian Qil Sands is clommitted to pay for pipeline space regardless of whether any
volumes are shipped on the pipeline duriﬁg the contract period. The contract expiry dates range from
August 2007 to August 2008. ‘ '

FINANCIAL RISK MANAGEMENT !
Crude Oil Price Risk
As Canadian Oil Sands did not have ar{y 2006 or 2005 crude oil price hedges, revenues were not
impacted by crude oil hedging gains orf losses and benefited fully from strong WTI prices. As at
Septerri_ber 30, 2006 and based on current expectations, the Trust remains unhedged on its crude oil

L

price exposure. |
: |
Foreign Currency Hedging |
As at September 30, 2006 we had the following currency hedges outstanding:

Cana'dian 0il Sands Trust :
Exchange Hedging Activities :
2006 2007

5 $ 20
0.692 $ 0.692

U.S. dollars hedged ($ miltions) :
Average U.S. dollar exchange rate '

i

4 A

Canadlan Qil Sands’ revenues in the thlrd quarter of 2006 include foreign currency hedging gains of $3
million, or $0.29 per barrel, compared to galns of $6 million, or $0.76 per barrel, in the comparable 2005
quarter. For the nine months ended Septe;mber 30, currency hedging gains of $18 million and $17 million
were recorded in 2006 and 2005, respectively. The gains in each period reflect the stronger Canadian
dollar rélative 1o the strike rate in sach of !the hedge contracts, and a smaller hedge position in the third
quarter of 2006 since US$15 million of foreign exchange contracts had expired at the end of the second
quarter of 2006. The Canadian dollar avefaged $0.88 US/Cdn and $0.82 US/Cdn in the first nine months
of 2006 and 2005, respectively. :
Interest Rate Risk l
Canadi.'*:'m Oil Sands’ net income and fund§ from operations are impacted by interest rate changes based
on the amount of floating rate debt outsta:nding. At September 30, 2006 we had $195 miflion of floating
rate debt with maturities of less than oné year, comprised of $20 million of floating rate medium term
notes outstanding and $175 million of ﬂg:(ed rate debt, which was swapped into floating rate debt in
January 2004, Any gains or losses relaied to the swaps are recognized in the period the swaps are
settled as they are considered hedges for ::j\ccounting purposes.

|
! '
i
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Unrecognized gains and losses

At September 30, 2006 the unrecognized gain relating to our foreign currency hedges was $8 million, and
the unrecognized loss on the interest rate éwaps on the $175 million of 3.95% medium term notes was $1
million. These unrecognized amounts and the fair values of the hedges are disclosed in Note 9 of the
Notes to the Unaudited Consolidated Finari'cial Statements.

i
FOREIGN OWNERSHIP
Based on information from the statutory d;eclarations by Unitholders, we estimate that, as of August 4,
2006 approximately 43 per cent of our Unitholders are non-Canadian residents with the remaining 57 per
cent being Canadian residents. The current foreign ownership level has increased considerably from the
last dec.:laration date of May 8, 2006, which was approximately 36 per cent at that time, as disclosed in
our July 25, 2006 second quarter report. ' Canadian Oil Sands’ Trust Indenture provides that not more
than 49 per cent of its Units can be held by' non-Canadian residents.

The Trust continues to monitor its foreign townership levels on a regular basis through declarations from
Unitholders. The next declarations to be riaquested will be as of November 3, 2006. The Trust plans to
post the results of the declarations on its web site at www.cos-trust.com under investor information,

frequently asked questions. This section gf the web site and page 45 of the Management's Discussion
and Analysis section of the Trust's 2005 énnual report describe the Trust's steps for managing its non-
Canadian resident ownership levels. E
2006 OUTLOOK :

We have increased our Outlook for 2006 annual Syncrude production from the guidance provided on July
25, 2006 to range between 90 and 98 millibn barrels, or 32 to 35 million barrels net to the Trust based on

our 35.49 per cent interest. The increase Fpﬂects the likelihood of realizing higher volumes based on the

strong production reported during the third quarter of 2006 and renewed confidence regarding Stage 3
opératio"ns. The high end of the range refzﬂects the potential of production averaging Stage 3 de_sign
capacity of 350,000 barrels per calendar :day, while the low end assumes a further upset of Stage 3
operations due to issues commonly assg')ciated with the ramp-up of new units with no incremental
production from the expansion for the re:mainder of the year. No significant maintenance activity is
expecteh to impact production in the last qfuarter of 2006 with the Coker 8-2 turnaround scheduled in the
second half of 2007. As well, the tire shortage that had been identified as a production and cost risk
earlier in the year is not expected to impacl:t our 2006 production Outlook as Syncrude has implemented

various measures to reduce tire wear and damage in order to more conservatively manage consumption.

We have raised our single point 2006 estim:ate from 90 to 95 million barrels of Syncrude production, or 34
million barrels net to the Trust. The revised estimate assumes production averaging 315,000 barrels per

'
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day for the remainder of the year, which |s equivalent to 90 per cent of post-Stage 3 design capacity of
350,000 barrels per calendar day and our previously disclosed anticipated exit rate for 2006.
Correspondmgly, production in the fourth quarter of 2006 is estimated at 28.6 million barrels or 10 million

barrels net to the Trust.
I
Syncrude continues to focus on lining out and optimizing the different Coker 8-3 operating units in order
to ramp_ up to full annual productive capab;llty of 128 million barrels, or 45 million barrels net to the Trust,
During the introduction of the Stage 3 unité into full operations in 2008, Syncrude’s first priority has been
on the ::safe and reliable expansion of vdlumes Syncrude’s next area of focus will be on improving
product quality from SSB to SSP. Syncrude has identified unanticipated hydrogen limitations, which will
require . ‘modifications to the steam generatlon unit of the new hydrogen plant, before SSP can be
produced. Syncrude plans to |mplement+these medifications during planned turnarounds in the fall of
2007; accordingly, the transition to the higher quality SSP product is now not expected to occur until the
fourth quarter of 2007. We believe thét SSP's higher quality should enable some of our existing
customers to increase the amount of Sjncrude production they process and potentially attract new
customers. With the delay in producing éSP, we expect more of our production may now have to be
shipped to further markets, potentially resﬁlting in a wider price discount to WTI going forward; however,
the supply/demand equation for synthetlc oil is difficult to predict and quantify. For 2006, we are
contlnumg to estimate an average SSB to WTI discount of $3.00 per barrel.
)

Funds from operations in 2006 are anticip{ated to total $1.1 billion, or $2.32 per Unit, based on a lower
forecast for an average WTI crude oil prige of US$65.00 per barrel, a foreign exchange rate of $0.89
US/Cdn for the year and the higher production levels.

|
i
!

Revenues, after crude oil purchases, ;transportation and marketing expense are estimated at
approximately $2.4 billion in 2006, with é)pemting costs of $881 million, or $26.29 per barrel, which
includes $6.51 per barrel of purchased erfergy at an estimated $6.50/GJ natural gas price. In addition,
funds from operations reflect the increasegto the full 25 per cent Crown royalty rate that occurred in the
second quarter of 2006. Crown royalties are estimated at $212 million, or $6.32 per barre! in 2006.

{
Purchased energy consumption is expectéd to average approximately 1.0 GJs per barrel in 2006 due to
the start-up of Stage 3 operations. Once! Stage 3 is fully lined-out, per barrel energy consumption is
expected to be approximately 0.85 GJs per’ barrel.

%
We estimate 2006 capital expenditures to teotal $315 million due to a reduction in maintenance of
business projects and deferral of a portionr of the Stage 3 and SER project costs into subsequent years.
We anticipate being successful in our offerj'to acquire all of the outstanding shares of Canada Southern at

|
4
1
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a price of US$13.10 per share, or a total cost of approximately $224 million. We intend to divest the
conventional natural gas properties acquir(;ed as part of the transaction with the resulting cost of the Arctic
assets estimated at approximately $165 :million, net of disposal proceeds, acquisition and disposition

costs, and liquidation of working capital. I

Based on the latest Outlook and the currehl crude oil price environment, we expect to reach our net debt
target of approximately $1.2 billion in the second half of 2007. Once we have achieved our net debt
larget, unless capital investment growth ofaportunities exist that we believe would offer Unitholders better
value, we intend to approach full payouft of our free cash flow .(funds from operations less capital
expenditures and reclamation trust contribgtions). Guidance for 2007 will be provided by the Trust later in

the fourth quarter of 2006. g

t

We estimate that approximately 95 per cent of the distributions pertaining to 2006 will be taxable as other
income with the remainder classified as ;a tax-deferred return of capital. The actual taxability of the

distributions will be determined and repodéd to Unitholders prior to the end of the first quarter of 2007.

Changes in certain factors and market co{nditions could potentially impact Canadian Qil Sands’ Qutlook.
The following table provides a sensitivity ?nalysis of the key factors affecting the Trust's performance. In
addition to the factors described in the table, the supply/demand equation for synthetic crude oil in the
North American markets could impact t:he price differential for SSB relative to crude benchmarks;

however, this factor is difficult to predict an;d quantify.

t

2006 Outlook Sensitivity Analysis '
{ Annual ? Funds from Operations Increase
variable ' ' ! Sensitivity $ millions $/Trust unit
. i
Syncrude operating costs decrease | C$1.00/bbl . 25 0.05
Syncrude operating costs decrease ' C$50 million 13 0.03
WTI crude oil price increase ' US$1.00/bbl 28 0.06
Syncrude production increase | 2 million bbls 36 0.08
Canadian dollar weakening | US$0.01/C$ 18 0.04
AECOQ natural gas price decrease [ C$0.50/GJ 13 0.03

T An opposite change in each of thess variables will result in the opposite funds from operations and net income impacts.

2 gensitivities assume a larger change in unrealized quarters to result in the annual impact. Variable changes apply only to
unhedged positions. J

| .
More information on the Trust's outlook is provided in the Oclober 24, 2006 guidance document, which is
available on the Trust's web sife at www. cps—rrust. com under investor information.

1
1
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c{mmmn OIL SANDS TRUST
CONSOLIDATED STATEMENTS OF INCOME AND UNITHOLDERS' EQUITY

(unauditedr)

l
(3 millions, except per unit amounts}

Three Months Ended

Nine Months Ended

’iThird Quanter Report 2006
|
i

i September 30 September 30
I 2006 2005 2008 2005
|
Revenues ! $ 725 3 625 5 1,956 $ 1,486
Crude il ﬁurchases, transportation and marketing expensn;a (36) {13) (170} 38
' i 689 612 1,786 1,448
' i
Expenses: : "
Operating \ 173 187 668 547
Non-production | i1 20 56 53
Crown royalties ! 115 6 148 14
Administration | 3 2 12 8
Insurance i 1 1 5 5
Interest, net (Note 6) ' 24 26 74 79
Depreciation, daplstion and accretion : 70 48 180 126
Foreign exchange loss {gain) ! {1} (53) (45) (33)
Large Corporations Tax and other : {1) 2 [4}] 5
Future income tax axpense (recovery) - 13 {7} (21) {13)
; 408 232 1,077 791
‘| Net Income from continuing operations . 281 380 709 657
/| Discontinued opearations (Note 2} . (3} - {3) -
Net Incoma for the period ' $ 278 5 380 $ 706 $ 657
Unitholders’ aquity, beginning of perfod i $ 3,680 $ 2,889 3 3,383 $ 2,636
Net income for the pericd 278 380 706 657
Issue of Trust units (Note 3) I 69 21 180 58
Unitholder distributions {Note 8} ; {140) (92) (372) (184)
Contribdted surplus ; - - - 1
Unitholders’ equity, end of period {. $ 3,897 $ 3,168 $ 3,897 $ 3,168
Waightad average Trust unlts (millions) i 487 460 465 459
Trust units, end of perlod (millions) | 468 461 468 461
Nat Incoma (loas) per Trust unit: '
Net income from continuing operations !
Basic ! $ 060 § 083 § 152§ 1.43
Diluted | $ 0.80 $ 0.83 $ 1.52 $ 1.43
Net income (loss) from discontinued operations
Basic ! s 0oy 8 - $ (0.01) 8 -
Diluted ) (0.01} $ - 3 {0.01) 5 -
Net income for the period |
Basic ; $ 060§ 083 § 152§ 1.43
Diluted ' $ 0.58 ] 0.83 $ 1.51 $ 1.43
[
\
E
) |
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CANADIAN OIL SANDS TRUST
CONSOLIDATED BALANCE SHEETS
| {unaudited)
! ($ millions)
September 30 December 31
l 2006 2005
i
!
ASSETS
Current assets: .
Cash and short-term investments ' $ 86 $ 88
Accounts receivable n7 197
Inventories I 91 87
Prepaid expenses f 7 3
; 501 375
Capital assets, net ! 5,715 5,502
i
Other assets i
Goodwill (Note 2) : 45 -
Assets held for sale (Note 2) ! 22 -
éeclamation trust d 29 25
Defarred financing charges, net and other : : 18 23
. 114 48
b
; $ 6330 S 5,925
i
LIABILITIES AND UNITHOLDERS' EQUITY !
Current liabilities: ;
Accounts payable and accrued liabilities ‘ $ 265 $ 281
Current portion of long-term debt [ 273 -
Current portion of employes future benefits ; 10 10
| 548 291
Employee future benefits and cther liabilities 98 93
Leong-term debt ; 1,324 1,737
Asset retirement obligation (Note 7) ' 153 148
Deferred currency hedging gains 36 34
Future income taxes i 263 239
Non-controlling interest {Note 2) ' 1 -
E 2,433 2,542
Unitholders' equity } 3,897 3,383
! $ 6,330 $ 5,925
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CANADIAN OIL SANDS TRUST
CONSOLIDATED STATEMENTS OF CASH FLOWS
} (unaudited)
) {$ millions}
i
|
| Three Months Ended Nine Months Ended
! September 30 September 30
} 2006 2005 2006 2005
|
Cash provided by (used in): '
|Operating activities ,
Net income 8 278 $ 380 706 657
Items not requiring outlay of cash: !
Depreciation, depletion and accretion 70 48 180 126
Amortization ) 1 - 2 2
Foreign exchange on long-term debt ; - (61) (48) {40)
Future income tax expense (recovery) ; 13 {N (21) {13)
Other (1) 1 1 2
Net change in deferred items 5 (2) 3 4 7
Funds from operations ' 359 364 824 741
Change in non-cash working capital . {25) - {94) {73)
334 364 730 668
Financing activities
Net drawdown (repayment) of bank credit facilities {30) {(117) (92) 56
Unitholder distributions (Note 8) ' (140) {92) (372) (184)
Issuance of Trust units (Note 3) . 69 21 180 58
Change in non-cash working capital ' - 46 - 46
. (101) {142) (284) (24)
i
Investing activities i
Acgquisition of Canada Southern Petroleum Ltd. (Note 2) {(1581) - {151) -
Capital expenditures ! (47) (230) (243) (623)
Reclamation trust ' (2) (1 4 3)
Change in non-cash working capital (6) 1 {50) 2
f {206) {230) {448) {624)
Increase (decreasa) in cash P 27 (8) (2) 20
Cash at beginning of period ! 59 46 88 18
+
Cash at end of period t o3 86 $ 38 86 38
) !
Supplemental Information :
Large Corporations Tax and income tax paid ' $ - $ 2 5 7
Interest charges paid N 31 $ 33 82 86
|

Canadian Oil Sands Trust
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NOTES TO UNAUDITED CONSOLID:Q TED FINANCIAL STATEMENTS

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2006
(Tabular amounts expressed in millions of 'Canadian dollars, except where otherwise noted.)

1) ACCOUNTING POLICIES ;
The interim consolidated financial statements include the accounts of Canadian Qil Sands Trust and
its subsidiaries (collectively, the ' Trust or “Canadian Qil Sands"), and are presented in accordance
with Canadian generally accepted laccountlng principles. The interim consolidated financial
statements have been prepared followung the same accounting policies and methods of computation
as the consolidated financial statements for the year ended December 31, 2005. The disclosures
provided below are incremental to those included with the annual consolidated financial statements.
The interim consolidated financial statements should be read in conjunction with the consolidated

financial statements and the notes thereto in the Trust's annual report for the year ended December
31, 2005.

2) ACQUISITION OF CANADA SOUTHERN PETROLEUM LTD.

On :June 18, 2006 Canadian Oil Sands entered into a pre-acquisition agreement with Canada
Southern Petroleum Ltd. (“Canada Southern” ). pursuant to which Canadian Qil Sands offered to
purchase 100 per cent of the outstanding common shares of Canada Southern, a Canadian oil and
gas exploration and development company. In the third quarter of 2006, through a normal take-over
bid process, Canadian Oil Sands acquired approximately 78 per cent of the common shares of
Canada Southern for US$13.10 per share, for total consideration of approximately Cdn$174 million
{5151 million net of $23 million cash acqmred) including acquisition-related costs of approximately $1
million. Canadian Qil Sands plans to take up the remaining shares by way of an amalgamation to be
voted on at a special meeting of the Canada Southern shareholders on October 25, 2008.

Canadian Qil Sands intends to dispose of Canada Southern’s conventional oil and gas exploration
and development propert|es (the * conventlonal natural gas assets”) by December 31, 2006, and will
continue to hold the varying interests in natural gas licenses located in the Arctic Islands in Northern
Canada (the “Arctic assets”). The conventional natural gas assets are currently being marketed for
sale: As such, the conventional natural gas assets and related working capital and liabilities have
been recorded at fair values, less the 'estimated costs to sell the assets, and classified as "Held for
sale” in the Trust's Consolidated Balance Sheet at September 30, 2006. The results of operations of
Canada Southern are considered dlscontlnued operations on the Trust's Consolidated Statement of
Income and Unitholders™ Equity as there will be no continuing involvement by Canadian Qil Sands in
the operations of the conventional assets once they have been sold.

The acquisition has been accounted |‘for as a business acquisition in accordance with Canadian
generally accepted accounting principles. The Trust has allocated the purchase price to the assets
and liabilities based on its 78 per cent ownership as follows:

I

i
!
.
!
b
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Net assets and liabilities assumed

|
Property, plant and equipment ! $ 143
Cash * 23
Goodwill ' ! 45
Assets held for sale ' 19
Minority interest i (1)
Future income taxes : {45)

; 3 174

Consideration i

Cash ! 3 173
Costs associated with acquisition H 1

' $ 174

! Goodwill is entirely dus to the temporary diﬁe[’ences created between the tax basis of the Arctic assets compared to the fair
value of such assets. Goodwill is not subject to amortization, but is tested annually for impairment, or more frequently if events
or cirgumstances arise that could result in |mpa|rment
“ Assets held for sale include $25 million of oil and gas properties and equipment, less a working capital deficiency of $2 million,

" asset retiramant obligations of $3 million, and estimated costs to sell the properties of $1 million.

§
i

3) UNITHOLDERS’ EQUITY !

4)

In the three months ended September 30, 2006 approximately two million Units were issued for
proceeds of $69 million primarily related to the Premium Distribution, Distribution Reinvestment and
Optional Unit Purchase Plan ("DRIP") v_wth respect to the distributions paid on August 31, 20086.

The following table summarizes Units t1hat have been issued:

! Net Proceeds Number of
Date ' per Unit Units Net Proceeds
Balance, January 1, 2006 ) 462.6 $ 2,010
Option exercises { $ 7.14 0.1 $ 1
February 28, 2006 (DRIP) } $ 28.14 1.5 L 42
May 31, 2006 (DRIP) ; $ 32.38 2.1 $ 68
August 31, 2006 (DRIP) $ 34.44 2.0 $ 69
1
t
Balance, September 30, 2006 : 468.3 $ 2,190
) |
[

EMPLOYEE FUTURE BENEFITS ,

Syncrude Canada Ltd. (“Syncrude Canada”), the operator of the Syncrude Joint Venture, has a
defined benefit and two defined contnbut:on plans providing pension benefits and other retirement
and post-employment benefits p!ans covermg most of its employees. Post- employment benefits
include certain health care and life insurance benefits for retirees, their beneficiaries and covered
dependents. '

Canadian Qil Sands accrues its obligations as a joint venture owner in respect of Syncrude Canada’s
employee benefit plans and the related costs, net of plan assets. The cost of employee pension and
other retirement benefits is actuarially determined using the projected benefit method based on length
of service and reflects Canadian Oil Sands’ best estimate of the expected performance of the plan
investment, salary escalation factors, retirement ages of employees and future health care costs.
The expected return on plan assets is, based on the fair value of those assets. Past service costs
from plan amendments are amortized on a straight-line basis over the estimated average remaining
service life of active employees (“EARSL) at the date of amendment. The excess of any net
actuarial gain or loss exceeding 10 per cent of the greater of the benefit obligation and fair value of

i

! \
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Canadian Oil Sands Trust

1
i
!
]
the plan assets is amortized over the EARSL.

Canadian Qil Sands’ share of Syncrude Canada’s net defined benefit and contribution plans expense
for the three and nine months ended September 30, 2006 and 2005, which is recorded in operating

expense is as follows: l
: l
($ millions) | Three Months Ended Nine Months Ended
! ‘ September 20 . September 30
' 2006 2005 2006 2005
Deﬁned benefit plans:
Pension benefits $ 7 $ B $ 15 $ 18
.Other benefit plans | 1 1 2 3
' $ 8 3 7 $ 17 3 21
Deﬁned contribution plan - 1 1 2
Total Benefit cost : i & 8 $ 8 $ 18 5 23
|
BANK CREDIT FACILITIES
(3 millions) Credit facility
1
Extendible revolving term facility {a) $ 40
Line of credit (b} 35
Operating credit facility (c) 800
. ! 3 875
|

|
a) The $40 million extendible revolving term facility is a 364-day facility with a one year term out,
-expiring April 25, 2007. This facility may be extended on an annual basis with the agreement of
.the bank. Amounts borrowed through this facility bear interest at a floating rate based on
‘bankers’ acceptances plus a credlt spread, while any unused amounts are subject to standby
fees.

b) The $35 million line of credit i is a o1ne year revolving letter of credit facility. Letters of credit drawn
‘on the facnllty mature April 30" each year and are automatically renewed, unless notification to
‘cancel is provided by Canadian O|I Sands or the financial institution providing the facility at least
‘60 days prior to expiry. Letters of cred:t on this facility bear interest at a credit spread.

Letters of credit of approximately i$49 million have been written against the extendible revolving
term facility and line of credit.

¢) The $800 million operating facilitty is a five year facility, expiring April 27, 2011. Amounts
borrowed through this facility bear, interest at a floating rate based on bankers’ acceptances plus
a credit spread, while any unused amounts are subject to standby fees.

d) ‘Each of the Trust's credit facilitlies is unsecured. These credit agreements contain typical
‘covenants relating to the restnctlon on Canadian Oil Sands’ ability to sell alt or substantially alt of
-its assets or to change the nature ‘of its business. In addition, Canadian Qil Sands has agreed to
maintain its total debt-to-total book capitalization at an amount less than 0.6 to 1.0, cr 0.65t0 1.0
in certain circumstances involving ‘acquisitions.

. Third Quarter Report 2006 36

;
|
|




6) INTEREST, NET

($ millions) Three Months Ended Nine Months Ended
September 30 September 30
. 2006 2005 2006 2005
Interest expense % 26 $ 27 $ 77 $ 81
Interest income and other i {2) {1} (3) (2)

Interest expense, net 3 24 3 26 $ 74 3 79

7) ASSET RETIREMENT OBLIGATION (“ARO")

i
)
(% millions) ! Three Months Ended Nine Months Ended

I September 30 September 30

' 2006 2005 2006 2005
Asset retirement obligation, beginning of period ! $ 150 3 43 $ 148 5 . 44
Liabilities settled i - - (2) (2)
Accretion expense i 3 - 7 1
Asset retirement abligation, end of period 1R 153 $ 43 [ 153 $ 43

!

i

|

The Trust and each of the other Syncrude owners are liable for their share of ongoing environmental
obligations for the ultimate reclamation of the Syncrude Joint Venture and the ARO represents the
present value estimate of Canadian Oil Sands’ share of the cost to reclaim the mines. The timing and
amount of reclamation expenditures related to Syncrude’s upgrader facilities and sulphur blocks
cannot presently be determined. Consequently, the ARO relating to the upgrader facilities and the
sulphur blocks will be recognized in the year in which the settlement amounts and dates can be
reasonably estimated. !
i
8) UNITHOLDER DISTRIBUTIONS

This statement is provided to assist Unitholders in reconciling funds from operations to Unitholder
distributions.

Pursuant to Section 5.1 of the Trust Indenture, the Trust is requlred to distribute all the income
received or receivable by the Trust in a quarter less expenses and any other amounts requared by law
or under the terms of the Trust Indenture The amount of income that the Trust receives by way of
royalty from its subsidiaries has dlscretxonary amounts relating to funds required or expected to be
required for capital and operational matters, all as more particularly set out in the annual information
form dated March 15, 2006 under the h_eadlng Distributable Income.

In 2005, distributions were paid to Umtholders on the last business day of the second month following
the quarter and were recorded as payable at each quarter end even though they were not declared.
Commencing in the fourth quarter of 2005 dlstrlbutlons are recorded in the quarter declared and
paid. The change in recording Umtholder distributions ‘has no impact on the ultimate distributions
declared and paid to the Unitholders or to the timing of such payments nor does it impact Canadian
| Oil Sands’ net income or funds from operatuons
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CANADIAN OIL SANDS TRUST
CONSOLIDATI?D STATEMENTS OF UNITHOLDER DISTRIBUTIONS
' {unaudited)
‘ (3 millions, except per unit amounts)
: Three Months Endad Nine Months Ended
\ Septembaer 30 . September 30
! 2006 2005 2008 2005
Funds from operations . $ 359 $ 364 3 824 $ 741
Add {Deduct): ;
Acquisition of Canada Southern Ltd. ) {151) - (151) -
Capital expenditures ! 47) (230) {243) (623}
Non-acquisition financing, net m ' 12 (88} 90 94
Change in non-cash working capital 5 {31) 47 (144) (25}
Reclamation trust funding (2) (1) (4) (3}
Unitholder distributions | $ 140§ 92 % 312§ 184
i
Unitholder distributions per Trust unit } $ 0.30 $ 0.20 $ 0.80 $ 0.40
1
) Primarily represents net financing to fund the Trust's sh.'em of invasting activities and is a discretionary itemn,

|
9) HEDGING INSTRUMENTS '

Unrecognized gains (losses) and the fair values of Canadian Qil Sands' hedging instruments at
September 30, 20086 are as follows: ,(
|

i Unrecognized
($ millions) ‘ gains (losses) Fair value
Currency exchange contracts ' ) $ 8 $ 8
3.95% Interest rate swap contracts ' 1) (1)
! $ 7 3 7

Canadian Oil Sands Limited
Marcel Coutu
President & Chief Executive Officer

Canadian Qil Sands Trust
2500 First Canadian Centre
, 350 - 7 Avenue S.W.
Calgary, Alberta T2P 3N9

Ph: (403) 218-6200
Fax: (403) 218-6201

Units Listed — Symbol: COS.UN
Toronto Stock Exchange

For further information:
Siren Fisekci

Director, Investor Relations
{(403) 218-6228

investor_relations@cos-trust.com

web site: www.cos-trust.com
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3 ’ ECrjy- NEWS RELEASE
‘ l £l £D For immediate release

Ao s,
Canadian Ol Sands OFFICE of 7 “

} - (See details at end)
|
Syncrude Joint Venture owners approve Management Services Agreement between
Syncrude and Imperial Oil

Calgary, AB., Nov. 1, 2006 (TSX — COS.UN) — Canadian Oil Sands Trust (“Canadian
Oil Sands”, or the “Trust™) today announced that the Syncrude Joint Venture has
approved its operator, Syncrude Canada Ltd., entering into a comprehensive management
services agreement with Impenal 011 to provide operational, technical and business
management services to Syncrude Canada Ltd.

)
Under the agreement, Imperial Oil,'with the support of ExxonMobil, will provide global
best practices in several areas including: maintenance and reliability, energy
management, procurement, safety, health, and environmental performance with the
expectation of delivering further sustamable improvement in Syncrude's operating
performance. |
The agreement is effective November 1, 2006 and has an initial term of 10 years with
renewal provisions. Imperial Qil, ExxonMobll Syncrude Canada Ltd. and the other
Syncrude participants will form a team to conduct a comprehensive onsite assessment of
the Syncrude operations, with a v1ew to making specific recommendations in
approximately six months from today in respect of the services to be provided by
Imperial Qil. If the recommendatio'ns are not approved to the reasonable satisfaction of
Imperial OQil, the management serv1ces agreement can be terminated by Imperiai Oil.
Either Syncrude or Imperial Gil has the option to cancel the agreement on 24 months
notice for any reason. | ;
Canadian Qil Sands will pay its pro-rata share of annual fixed service fees equivalent to
about Cdn $17 million (Cdn $47 mjllion gross to Syncrude) and its share of the direct
costs that Imperial Oil incurs in providing the services. After the first three years,
performance fee incentives will also apply if certain targets are achieved. Through higher
production levels, savings in energy efficiency, lower sustaining capital costs, reduced
maintenance and operating costs, arfld other efficiencies from new business control
systems, we believe that the value to be captured should be a multiple of the fees paid.

; Exemption under Rule 12g3-2{b) '

PO ‘\Conference call today, 3:45 p.m., MST

|




“The Syncrude Joint Venture, after many months of careful analysis, has determined that
this agreement provides incremental value to Syncrude. It will enable us to leverage the
experience and skills of Syncrude'slemployees with the best practices and resources of a
global leader in refining with the goal of capturing even better performance and
profitability from the Syncrude operation," said Marcel Coutu, president and CEO of
Canadian Oil Sands and chairman (;)f the board of Syncrude Canada Ltd.

The agreement does not change the' existing Ownership and Management Agreement
between Syncrude Canada Ltd. and the Syncrude owners -- Syncrude Canada Ltd.
remains the operator and employer of Syncrude's personnel. Ownership in the Syncrude
Joint Venture remains unchanged, as does the proportionate ownership in Syncrude
Canada Ltd. The oversight and stra:tegic direction for Syncrude continues to come from
the Syncrude owners’ Management Committee, which is comprised of senior
representatives from each owner- company, and is currently chaired by Canadian Oil
Sands.

Charles Ruigrok, CEO of Syncrude Canada Ltd., said: “Syncrude’s employees have made
us a leader in the development of Canada’s oil sands Our nearly 30 years of operating
experience give us a strong foundatlon to build upon, and with the global expertise of
Imperial Oil and ExxonMobil, we can further drive operational excellence. Syncrude
remains committed to playing a major role in securing Canada's energy future.”

The agreement also reconfirms the-Syncrude Joint Venture owners’ commitment to
further growth by engaging Imperial Oil and its global experts to undertake Syncrude’s
volume expansion projects under the direction of a newly instituted Development Sub-
Committee of the Management Comm1ttee proposed to be chaired by Canadian Oil
Sands. Referred to as Syncrude 21, these plans conceive of a Stage 3 debottleneck and
Stage 4 expansion to grow productlve capacity to about 500,000 barrels a day, gross to
Syncrude.

"Syncrude's owners have invested J'nore than $10 billion in Syncrude's expansions,
including the recent Stage 3 project. Our high-quality mining resources base can support
much further growth, and by optimizing our existing infrastructure, we can identify how
best to fully capture that potential from our current investment and ideally position the
operation for future growth," added Coutu.

r
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The Syncrude Project is a Joint Venture undertaking among Canadian Oil Sands Limited
(31.74%), Canadian Oil Sands Lim;ited Partnership (5%), Imperial Oil Resources (25%),
Petro-Canada Oil and Gas (12%), ConocoPhillips Oilsands Partnership 1 (9.03%),
Nexen Oil Sands Partnership (7.23%), Mocal Energy Limited (5%,), and Murphy Oil
Company Ltd (5%) as the project owners. Syncrude Canada Ltd. is the operator of the
Syncrude Project. ,

Canadian Oil Sands Trust provides a pure investment opportunity in the oil sands
through its 35.49 percent working interest in the Syncrude Project. Located near Fort
McMurray, Alberta, Syncrude operates large oil-sands mines and an upgrading facility
that produces a light, sweet crude oil. Canadian Oil Sands is an open-ended investment
trust, which allows it to make distributions on a tax-efficient basis. The Trust is managed
by Canadian Qil Sands Limited and has approximately 468 million units outstanding,
trading on the Toronto Stock Exchange under the symbol COS.UN.

CONFERENCE CALL NOTICE

Canadian Oil Sands Trust will host a conference call today to discuss the Syncrude
Management Services Agreement.

Time: 3:45 p.m. Mountain Standard Time (5:45 p.m. EST)

Date: November 1, 2006

Call-in number (register starting at 3:30 p.m. MST): 1-888-458-1598

Pass code: 76845# | .
Media are invited to participate. Those unable to participate in the live call may listen to a
recording approximately one hour a:ﬁer by calling 1-877-653-0545 and entering the
conference reference code 340435#%. The recording will be available for 48 hours.
The simultaneous audio webcast will be available on Canadian Oil Sands’ web site at
WWW.COS-trust.com

\
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Advisory: In the interest of providing Canadian Oil Sands Trust (“Canadian Oil Sands”, “COS” or the
“Trust ") unitholders and potential investors with information regarding the Trust, including management’s
assessment of the Trust’s future plans a.vfrd operations, certain statements throughout this press release
contain “forward-looking statements”. Forward-looking statements in this release include, but are not
limited to, statements with respect to: the expectation that the agreement between Syncrude and Imperial
Oil will result-in higher production levels and savings in energy efficiency and maintenance and operating
costs as well as additional efficiencies ﬁ'om new business control systems; the expectation that the value
captured by the agreement will exceed the fees payable by Syncrude to Imperial Qil; the expectations
regarding future secondments, staff locations,. future impact on the local community; the anticipated
increase in prodiiction from implementing Stage 3 debottleneck and Stage 4; as well as any comments
made regarding the impact of proposed taJ;c changes announced on Qctober 31.

You are cautioned not to place undue reha!nce on forward-looking statements, as there can be no assurance
that the plans, intentions or expectations upon which they are based will occur. By their nature, forward-
looking statements involve numerous assumptions, known and unknown risks and uncertainties, both
general and specific, that contribute to the possibility that the predictions, forecasts, projections and other
Sforward-looking statements will not occur, ! Although the Trust believes that the expectations represented by
such forward-looking statements are reasonab!e there can be no assurance that such expectations will
prove to be correct. Some of the risks and other factors which could cause results to differ materially from
those expressed in the forward-looking staremems contained in this press release include, but are not
limited to: the difficulties and risks mvolved in any complex mining and upgrading operation; labour
disruptions and disputes; the Izmttations in directing Imperial Oil and ExxonMobil's processes and
personnel in providing the services; regulatory requirements and general economic conditions in Canada
and in the Fort McMurray area in part:cular and such other risks and uncertainties described from time to
time in the reports and filings made with securmes regulatory authorities by the Trust. We would refer you
to the risks and assumptions further outlmed in the Trust’s annual information form and annual and
quarterly financial reports. I

-30-

Canadian Oil Sands Limited For further information:

Marcel Coutu .

President & Chief Executive Officer Siren Fisekei
Director Investor Relations

Toronto Stock Exchange investor_relanonsficos-trust.com

Web site: www.Cos-tiust.com
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Canadian Qil Sands Trust
Consolidated Interest Coverage Ratio
For the Twelve Months ended September 30, 2006 .

i)

oo

=

o 4
5
i

(in thousands of dollars, except Interest coverage ratio) 0 IEE) D 2 l 5
! ~ £ ' z
~ “ORPORUTERN, )

i Actual © Flit g A

Net income $ 879,600 &

Tax (5,800}

Interest on debt? @ ! 100,100
|

Net income before interest and taxes $ 973,900

Interest on debt $ 100,100
|

Interest coverage- earnings . 9.7

i
M Excludes amortization of deferred financing charges ‘of approximately $2.8 million, which is included in
Interest, net on the consolidated financial statements.
@ Inciudes interest rate swap amounts which have reduced interest expense by approximately $0.6 million.
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Canadian Oil Sands Limited

Consolidated Interest Coverage Ratio

For the Twelve Months ended September 30, 2006
(in thousands of dollars, except Interest coverage ratio)

i
1
1
!
I

Actual
Net income & ! $ 122,677
Tax ! (5.838)
Interest on debt " ® | 143,534
Deferred Trust Royalty ' 389,572
Net income before interest, taxes, & Deferred Trust Royalty $ 649,945
interest on debt | 143,534
Interest coverage- earnings : 45

i

} Excludes amontization of deferred financing charges of approximately $3.0 million, which is included in
Interest expense on the financial statements. |

@ Inciudes interest rate swap amounts which have reduced interest expense by approximately $0.6 million.
® Net of Deferred Trust Royalty provision. !
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Canadian Oil Sands Trust
Selected financial results of Consolidated Canadian Oll Sands Limited ®
For the periods ending September 30 !

($ miltions)
| Three Months Ended Nine Months Ended
i September 30, 2006 September 30, 2005 September 30, 2008 September 30, 2005
t
Gross sales revenue . $ 722.4 s 619.8 $ 1,838.2 H 1.469.7
Operating income before !
other expenses s 3188 s 3507 $ 7259 H 703.4

Net income before

Trust Royalties @ ] 2720 3 371.8 $ 885.1 3 832.0
MNet income {loss) ‘s 29 $ 49 4 $ 108.7 $ 99.2
As at September 30, 2008
Current assets : § 499.1
Non-current assets : - 54205
Current liabilities ® g $ 1,608.1
$ 4,242.0

Non-current liabilities ! .
n Operating income befora olher expenses reprosents net income before interest axpanss, foreign exchange gains and losses,
'
income and Large Corporations tax expense, fulure income tax expenses and rmcoveries, Trust Royalties, end discontinued operations.

. |
@ Tt Royatties include bath Cument and Defered balances. Current Trust Royalties for the quarter were $127 miliion

(2005- $79.3 million). : |

O tncludes a subordinated intercompany promissory note cue fo Canadian O# Sands Trust of §7,047 mifian. |
) tnciudes a future income tax liability of $262 miilion and e defermed Trust Royelty liatality of $2, 358 million.

) As af Sep 30, 2006, Consolidated C. Oif Sands Limited held & 35.49 per cant working interest in Syncruds, representing 100
per cent of Canadian Oif Sands Trust's aggregate indirect 35.49 per cent working interest in Syncrude, and owned approximatsily 78 parcent
of Canada Scuthem Petroleum Lid. )
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CANADIAN OIL SANDS TRUST KEC Fly r
CONSOLIDATED STATIIEMENTS OF INCOME AND UNITHOLDERS' EQU:‘TRY - D
a:. . (unaumted) . N Z&L!b EEC e q D . iy
($ miltions, except per unit amounts) . . - 2 i 2
) Ur(‘nfﬁr IMTES v a =,
! Thrae Months Ended iR (Nlna Munths En_dﬁdlm_ )
‘ September 30 September 30’5
\ 2006 2005 2008 2005
!
Revenuas ‘ $ 725 $ 625 $ 1,956 $ 1,486
Crude cil purchases, transportation and marketing expensb ' (36} {13) (170) (38)
688 612 1,786 1,448
Expenses: i
Operating o, 173 187 668 547
Non-praduction ' 1 ’ 20 56 53
Crown royallies . 15 -] 149 14
Administration : 3 2 12 8
Insurance , 1 1 5 5
Interest, net (Note 6) ! 24 26 74 79
Depreciation, depletion and accretion ' 70 48 180 126
Foreign exchange loss (gain) i {1) (53) (45) (33}
Large Corporations Tax and other (1) 2 (1} 5
Future income tax expense (recovery) : 13 N {21} a3
i 408 232 1,077 7N
3

Net income from continuing operations l 281 380- 708 657

Discontinuad operations {Note 2) l (3} - (3) -

Net incame for the perlod \ $ 278 $ 380 3 706 $ 657

]

Unitholders’ equlty, beginning of period | $ .- 38690 $ 2,859 $ 3,383 $ 2,636
Net income for the period { 278 380 706 657
Issue of Trust units (Note 3) [ 69 21 180 58
Unitholder distributions (Note 8) . (140) (82) (372) {184)
Contributed surplus ! - - - 1

Unitholders’ aqulity, end of period ! $ 3,897 $ 3,168 $ 3,897 $ 3,168

Welghted'average Trust units [millions) 1 467 480 465 459

Trust units, end of perlod {millions) : 468 481 468 461

1l
Net incomo {loss) per Trust unit: i !
Net income from continuing operations -
Basic , $ 0.60 $ 0.83 3 1.52 $ 1.43
Diluted ? s 060 § 083 § 152§ 1.43
Net incbrne {loss) from discontinued operations N ;
Basic . $ (0.01) $ - $ (0.01) 3 -
Diluted f $ {0.01) % - $ (001} % -
Net income for the period ,
Basic ! ] 080 % 0.83 $ 152 % 1.43
Diluted : s 0.59 3 0.83 $ 1.51 $ 1.43

Canadian Qil Sands Trust Third Quarter Report 2006 ]|
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‘ CANADIAN OIL SANDS TRUST
CONSOLIDATED BALANCE SHEETS
f {unaudited)
! (3 millions)
September 30 December 31
2006 2005
ASSETS :
Current assets:
Cash and short-term investments 3 $ 86 5 88
Accounts receivable “ 317 197
Inventories 91 a7
Prepaid expenses ‘ 7 3
i 501 375
Capital assets, net , 5,715 5,502
Other assets
Goodwill (Note 2) l 45 -
Assets held for sale {Note 2) . 22 -
Reclamation trust ' 29 25
Deferred financing charges, net and other 18 23
i 114 48
i
f $ 6,330 § 5,925
)
LIABILITIES AND UNITHOLDERS' EQUITY '
Current liabilities: ;
Accounts payable and accrued liabilities | $ 65 § 281
Current portion of long-term debt : 273 -
Current portion of employee future benafits | 10 10
) ‘ 548 291
Employee future benefits and other liabilities | ' a8 93
Long-term debt ! 1,324 1,737
Asset retirement obligation (Note 7) ! 153 148
Deferred currency hadging gains ' 36 34
Future income taxes ! 263 239
Non-controlling interest (Note 2) ! 11 -
| 2,433 2,542
' i
Unitholders' equity I 3,897 3,383
|
$ 6330 § 5,925
1
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CANADIAN OIL SANDS TRUST
CONSOLIDATED STATEMENTS OF CASH FLOWS
{unaudited)
, ($ millions)
!
; Three Months Ended Nine Months Ended
; September 30 September 30
: 2006 2005 20086 2005
i
‘ !
Cash provided by {used in}: - ,
Operating activities ;
Met income 3 278 3 380 $ . 706 3 657
Iterns not requiring outlay of cash: !
Depreciation, depletion and accretion : 70 48 18¢ 126
Amortization | 1 - 2 2
Foreign exchange on long-term debt { - (81) . {48) {40)
Future income tax expense {recovery) | 13 7 {21) (13)
Other ! (1 1 1 2
Net change in deferred items ! (2) 3 4 7
Funds from operations . 359 364 B24 741
Change in non-cash working capital ! (25) - (94) (73)
334 364 730 668
Financing activities !
Net drawdown {repayment) of bank credit facilities (30) (117) (92) 56
Unitholder distributions (Note 8) (140} (92) (372) (184}
Issuance of Trust units (Note 3) : 69 21 180 58
Change in non-cash working capital ' - 46 - 46
¢ {101} (142) (284) (24)
Investing activities |
Acquisition of Canada Southem Petroleum Ltd. (Notg 2) (151) - (151) -
Capital expenditures ’ (47) (230) (243) (623)
Reclamation trust ' 2) W) (4) 3
Change in non-cash working capital ) (6) 1 (50} 2
! (206) (230) {448) (624)
Increase {decreasa) in cash : 27 . (8) (2) 20
Cash at baginning of period 59 46 88 18
Cash at end of period ' $ 86 $ 38 3 86 $ 38
Supplemental Information i
Large Corporations Tax and income tax paid \ $ - $ 2 3 5 $ 7
Interest charges paid $ 31 $ 33 $ 82 $ 86
|
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NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS \

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2006
(Tabular amounts expressed in millions of Canadian dollars, except where otherwise noted.)

1)

2)

ACCOUNTING POLICIES l

The interim consolidated financial statements include the accounts of Canadian Oil Sands Trust and
its subsidiaries (collectively, the "Trust or "Canadian Oil Sands”), and are presented in accordance
with Canadian generally accepted |accounting principles. The interim consolidated financial
statements have been prepared following the same accounting policies and methods of computation
as the consolidated financial statements for the year ended December 31, 2005. The disclosures
provided below are incremental o those included with the annua! consolidated financial statements.
The interim consolidated financial statements should be read in conjunction with the consolidated
financial statements and the notes thereto in the Trust's annual report for the year ended December
31, 2005,

ACQUISITION OF CANADA SOUTHERN PETROLEUM LTD.

On June 18, 2006 Canadian Oil Sands entered into a pre-acquisition agreement with Canada
Southern Petroleum Ltd. (“Canada Southern"}, pursuant to which Canadian Qil Sands offered to
purchase 100 per cent of the cutstanding common shares of Canada Southern, a Canadian oil and
gas exploration and development company. In the third quarter of 2006, through a normal take-over
bid process, Canadian Oil Sands acquired approximately 78 per cent of the common shares of
Canada Southern for US$13.10 per share, for total consideration of approximately Cdn$174 million
{$151 million net of $23 million cash abquwed) mcludlng acquisition-related costs of approximately $1
million. Canadian Qil Sands plans to take up the remaining shares by way of an amalgamation to be
voted on at a special meeting of the Canada Southern shareholders on October 25, 2006.

Canadian Qil Sands intends to dispose of Canada Southern's conventional oil and gas exploration
and development properties (the “conventional natural gas assets”) by December 31, 2006, and wiil
continue to hold the varying interests in natural gas licenses located in the Arctic Islands in Northern
Canada (the “Arctic assets”). The conventional natural gas assets are currently being marketed for
sale. As such, the conventional natural gas assets and related working capital and liabilities have
been recorded at fair values, less the estimated costs to sell the assets, and classified as "Held for
sale” in the Trust's Consolidated Balance Sheet at September 30, 2006. The results of operations of
Canada Southern are considered discontinued operations on the Trust's Consolidated Statement of
Income and Unitholders’ Equity as there will be no continuing involvement by Canadian Qil Sands in
the operations of the conventicnal assets once they have been sold.

The acquisition has been accounted, for as a business acquisition in accordance with Canadian
generally accepted accounting principles. The Trust has allocated the purchase price to the assets
and liabilities based on its 78 per cent ;ownership as follows:

t

i
]
+
t
!
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3)

4)

Net assets and liabilities assumed

Property, plant and equipment $ 143
Cash 23
Goodwill ' ‘ 45
Assets held for sale * ! 19
Minority interest ' {11)
. Future income taxes ' {(45)
’ 5 174
Consideration .
: Cash : ] 173
. Costs associated with acquisition ) 1
' ] 174

1

|
! Goodwill is entirely due to the temporary diﬁar:ences created between the tax basis of the Arctic assets compared to the fair
vatue of such assets. Gaodwill is not subject to amortization, but is tested annually for impairmant, or mora frequently if events
or circumstances arise that could result in impairmant.
# Assets held for sale include $25 million of cil gnd gas properties and equipment, less a working capital deficiency of $2 million,
; asset retirement obligations of $3 million, and estimated costs {o sell the properties of $1 miltion.

!

UNITHOLDERS’ EQUITY

In the three months ended September 30, 2006 approximately two million Units were issued for
proceeds of $69 million primarily related to the Premium Distribution, Distribution Reinvestment and
Optional Unit Purchase Plan (“DRIP”) vyith respect to the distributions paid on August 31, 2006.

The following table summarizes Units t!wat have been issued:

\ Net Proceeds Number of
Date _ per Unit Units Net Proceeds
!
Balance, January 1, 2006 : 462.6 5 2,010
Option exercises : $ 7.14 0.1 $ 1
February 28, 2006 (DRIP) $ 28.14 15 $ 42
May 31, 2006 (DRIP) : $ 32.38 2.1 $ 68
August 31, 2006 (DRIP) : $ 34.44 2.0 $ 69
1
Balance, September 30, 2006 ! 468.3 $ 2,190

EMPLOYEE FUTURE BENEFITS

Syncrude Canada Ltd. (“Syncrude Canada”), the operator of the Syncrude Joint Venture, has a
defined benefit and two defined contribution plans providing pension benefits and other retirement
and ' post-employment benefits plans covering most of its employees. Post-employment benefits
include certain health care and life insurance benefits for retirees, their beneficiaries and covered
dependents. '

Canadian Oil Sands accrues its obligations as a joint venture owner in respect of Syncrude Canada’s
employee benefit plans and the related costs, net of plan assets. The cost of employee pension and
other retirement benefits is actuarially determined using the projected benefit method based on length
of service and reflects Canadian Qil Sands’ best estimate of the expected performance of the plan
investment, salary escalation factors, retirement ages of employees and future health care costs.
The expected return on plan assets is based on the fair value of those assets. Past service costs
from plan amendments are amortized on a straight-line basis over the estimated average remaining
service life of active employees (“El\iRSL”) at the date of amendment. The excess of any net
actuarial gain or loss exceeding 10 pelr cent of the greater of the benefit obligation and fair value of
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the

plan assets is amortized over the I?ARSL.

Canadlan Oil Sands’ share of Syncrude Canada’s net defined benefit and contribution plans expense
for the three and nine months ended September 30, 2006 and 2005, which is recorded in operating

expense is as follows:

'
!
‘ '
(% millions) [ Three Months Ended Nine Months Ended
: ‘ September 30 September 30
2006 . 2005 2006 2005
Deﬁned benefit plans: :
Pension benefits ; $ 3 6 $ 15 $ 18
Other benefit plans i 1 1 2 3
] 8 $ 7 $ 17 $ 21
!
Defined contribution ptan ' - 1 1 2
Total Benefit cost : $ 8 $ $ 18 $ 23
. i
5) BANK CREDIT FACILITIES !
: T
{3 millions) } Credit facility
]
Extendible revolving term facility (a) 5 40
) Line of credit (b) ' 35
Operating credit facility (c) [ 800
f $ 875

a)

b)

o L
The $40 million extendible revolving term facility is a 364-day facility with a one year term out,

expiring April 25, 2007. -This facrhty may be extended on an annual basis with the agreement of
the bank. Amounts borrowed through this facility bear interest at a floating rate based on
bankers’ acceptances plus a cred|t spread, while any unused amounts are subject to standby
fees. !

The $35 million line of credit i |s a one year revolving letter of credit facility. Letters of credit drawn
on the facility mature April 30" each year and are automatically renewed, unless notification to
cance! is provided by Canadian Oil Sands or the financial institution providing the facility at least

60 days prior to expiry. Letters of 'credit on this facility bear interest at a credit spread.

c)

d}

%

Canadian Oil Sands Trust

Letters of credit of approximately $49 million have been written against the extendible revolving
term facility and line of credit.

The $800 million operating facility is a five year facility, expiring April 27, 2011. Amounts
borrowed through this facility bear interest at a floating rate based on bankers’ acceptances plus
a credit spread, while any unused amounts are subject to standby fees.

Each of the Trust's credit facmtles is unsecured. These credit agreements contain typical
covenants relating to the restrlctlon on Canadian Oil Sands’ ability to sell all or substantially all of
its assets or to change the nature 'of its business. In addition, Canadian Oil Sands has agreed to
maintain its total debt-to-total boolf capitalization at an amount less than 0.6 to 1.0, or0.65t0 1.0
in certain circumstances involving acquisitions.
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6)

7

8)

INTEREST, NET !

] n';illions) 1 Three Months Ended Nine Months Ended
September 30 September 30
2006 2005 2006 2005
Interest expense ' $ 26 $ 27 $ 77 $ 81
Interest income and othér {2) (1) {3) (2
"Interest expense, net '$ 24 $ 26 $ 74 $ 75

ASSET RETIREMENT OBLIGATION (“ARO") '
|

{$ mitlions) ' Three Months Ended =~ Nina Months Ended

' September 30 September 30

! 2008 2005 2006 2005

i
Asset retirement obligation, beginning of period :  $ 150 $ 43 $ 148 $ 44
Liabilities settled f - - {2) (2)
Acgcretion expense ‘ 3 - 7 1
Asset retirement obligation, end of period i $ 153 3 43 3 153 $ 43

The Trust and each of the other Syncrude owners are liable for their share of ongoing environmental
cbligations for the ultimate reclamation of the Syncrude Joint Venture and the ARQ represents the
present value estimate of Canadian Oil Sands’ share of the cost to reclaim the mines. The timing and
amount of reclamation expenditures related to Syncrude’s upgrader facilities and sulphur blocks
cannot presently be determined. Consequently, the ARO relating to the upgrader facilities and the
sulphur blocks will be recognized in the year in which the settlement amounts and dates can be
reasonably estimated.

UNITHOLDER DISTRIBUTIONS .
This statement is provided to assist Unitholders in reconciling funds from operations to Unitholder
distributions. :

Pursuant to Section 5.1 of the Trust. Indenture, the Trust is required to distribute all the income
received or receivable by the Trust in a quarter less expenses and any other amounts required by law
or under the terms of the Trust Indenture. The amount of income that the Trust receives by way of
royalty from its subsidiaries has discretionary amounts relating to funds required or expected to be
required for capital and operational matters, all as more particularly set out in the annual information
form dated March 15, 2006 under the heading Distributable Income.

In 2005, distributions were paid to Unitholders on the last business day of the second month following
the quarter and were recorded as payable at each quarter end even though they were not declared.
Commencing in the fourth quarter of 2005, distributions are recorded in the quarter declared and
paid. The change in recording Unitholder distributions has no impact on the ultimate distributions
declared and paid to the Unitholders or to the timing of such payments nor does it impact Canadian
Oil Sands’ net income or funds from operations.

1

1
+
i
i
|
L
|
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1

Funds from operations

Add (Deduct):
Acquisition of Canada Southern Ltd.
Capital expenditures
Non-acquisition financing, net
Change in non-cash working capital
Reclamation trust funding

Unitholder distributions

Unithalder distributions per Trust unit

| CANADIAN OIL SANDS TRUST

{unaudited)
' {3 millions, except per unit amounts)

} Threa Months Ended

CONSOLIDATéD STATEMENTS OF UNITHOLDER DISTRIBUTIONS

Nine Months Ended

i September 30 September 30
' 2006 2005 2006 2005
$ 3% § 364 824 & 741
| (151) - {151) -
{47) (230) (243) {623)
! 12 (88) 90 94
{31) a7 (144) (25)
(2) [} ) {3)
. s 140§ 92 72§ 184
$ 030 § 0.20 080 § 0.40

m Pri'man?y represents net financing to fund the Trust's share of investing activities and is a discrationary itam.

9) HEDGING INSTRUMENTS

Unrecognized gains (losses) and the fair values of Canadian Oil Sands’ hedging instruments at

September 30, 2006 are as follows:

{$ millions)

Currency exchange contracts
3.95% Interest rate swap contracts

; Unrecognized

: _gains (losses) Fair value

| $ 8 $ 8
| (1) (1)
f 3 7 3 7

Canadian Qil Sands Trust

Canadian Oil Sands Limited
Marcel Coutu
President & Chief Executive Officer

Units Listed — Symbol: COS.UN
Toronto Stock Exchange

For further information: !
Siren Fisekci f
Director, Investor Relations i
(403) 218-6228 |

|
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The following Management's Discussion and Ana!ySis (‘MD&A") was prepared as of October 24‘_2006 ¥

Vol b

and should be read in conjunction wn‘h the unaudrted interim consolidated financial statements “of
Canadian Qil Sands Trust (“Canadian QH Sands” or the “Trust”) for the nine-month periods ended
Septen::ber 30, 2005 and September 30, ‘?2006 as well as the audited consolidated financial statements
and MD&A of the Trust for the year endedeecember31, 2005.

ADVISORY- in the interest of providing the Trusts Unitholders and potential investors with information regarding the
Trust, including management’s assessment of the Trust's future production and cost estimates, plans and operations,

certain statements throughout this MD&A contain “forward-locking statements” under applicable securities faw.

Forward-looking statements in this M&DA inciude, but are not limited to, statements with.respect to: the anticipated
timing to reach full production rates from Coker 8-3 and to modify the FGD unit and hydrogen plant; the ant.«c:pared
costs of the new marketing group being comparable to the fees paid to EnCana Corporation for markeling services;

the anticipated differential to WTI to be received in 2006 for Canadian Oif Sands’ product; the expectation that higher
Syncrude staffing levels and operating costs in 2006 will be reduced on a per barrel basis by higher production from
Stage 3; the expected timing of reaching the net debt target; the expected impact that increased supplies of synthetic
crude oil will have on the net realized selling price that Canadian Oil Sands receives for its product; the fevel of
energy consumption post-Stage 3; capital expenditures for the remainder of 2008; the anticipated cost for the SER
project; the expectation not to enter into crude oil hedges in the future, production estimates for the remainder of
2006; the view that future financing risks are not significant; the expected realized selling price for Canadian Qil
Sands’ product as expressed as the differential to WTI, the level of natural gas consumption, the anticipated capital
expenditures for 20086 including the amount attributable to the Stage 3 expansion and the SER project; the expected
timing to produce SSP; the plans to revise thé DRIP; the expected price for crude oil and natural gas in 20086, the
expectad production, revenues and operating'costs for 2006; the expected costs relating to the anticipated higher
Crown royalty payments; the expected funds from operations for 2006, the timing and net sales proceeds of the
disposition of Canada Southern Petroleum Lid.'s conventional assels; the anticipated impact that certain factors such
as natural gas and oif prices, foreign exchange and operating costs have on the Trust's funds from operations and
net income. You are cautioned not to place, undue reliance on forward-looking statements, as there can be no
assurance that the plans, intentions or expectations upon which they are based will occur. By their nature, forward-
looking statements involve numerous assumptions, known and unknown risks and uncertainties, both general and
specific, that contribute to the possibility that the predictions, forecasts, projections and other forward-looking
statements will not occur. Although the Trust believes that the expectations represented by such forward-looking
statements are reasonable, there can be no assurance that such expectations will prove to be correct. Some of the
risks and other factors which could cause resu!ts to differ materially from those expressed in the forward-looking
statements contained in this MD&A include, 'but are not limited to: the impact of technology on operations and
processes and how new complex technology *may not perform as expected, labour shortages and the productivity
achieved from labour in the Fort McMurray area the supp!y and demand metrics for oil and natural gas, the impact
that pipeline capacity and refinery demand haye on prices for our products, the variances of stock market activities
generally, normal risks associated with litigation, general economic, business and market conditions, regulatory
changes, and such other risks and uncertainties described from time to time in the reports and filings made with
securities reqgulatory authorities by the Trust iYou are cautioned that the foregoing list of important factors is not
exhaustive. Furthermore, the forward-looking' statements contained in this MD&A are made as of the date of this
MD&A, and unfess required by law, the Trust does not undertake any obligation to update publicly or to revise any of
the included forward-fooking statements, whether as a resuit of new information, future events or otherwise. The
forward-looking statements contained in this MDA are expressly qualified by this cautionary statement,

REVIEW OF SYNCRUDE OPERATIONS :

During the third quarter of 2006, Syncrudé oil production totalled 26.0 million barrels, or 9.2 million barrels
net to the Trust based on its 35.49 per g}:ent working interest, compared to 21.9 million barrels, or 7.8
million barrels net to the Trust, in the third ;quaﬂer of 2005.

‘ |
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Syncrude’s post-Stage 3 facilities have tr{e design capability to produce approximately 375,000 barrels
per day when operating at full capacity under optimal conditions and with no downtime for maintenance or
Aurnarounds. This daily production capaclity is referred to as “barrels per stream day”. However, under
normal ‘operating conditions, scheduled dentime is required for maintenance and turnaround activities
and unscheduled downtime will occur as a result of mechanical problems, unanticipated repairs and other
slowdowns. When allowances for such downtime are included, the daily design productive capacity of
Syncrude's post-Stage 3 facilities is approximately 350,000 barrels per day on average and is referred to
as “barrels per calendar day". All refererices to Syncrude's daily production and productive capacity in
the following discussions refer to barrels per calendar day, unless stated otherwise.

Syncrude’s third quarter 2006 production of approximately 283,000 barrels per day, or 100,000 barrels
per day net to the Trust, substantially excéeded that of the same period of 2005, which averaged 238,000
barrels per day, or 84,000 barrels per iday net to the Trust. The increase in quarter-over-quarter
production reflects incremental productici_n from the new Stage 3 facilities and better reliability and
operating performance of the origina! Mildred Lake upgrading facility (the “Base Plant”). During the
original startup of Stage 3 in May 2006, odorous emissions were detected that resulted in the shutdown of
Stage 3 operations 10 days following startup. The odorous emissions were believed to be associated
with the flue gas desulphurizer ("FGD"), an environmental unit designed to significantly reduce sulphur
dioxide emissions. Following modiﬁcatioﬁs to the FGD and a decision to use purchased ammonia in its
operations the Stage 3 facilities came back on-line. In addition to enabling the re-start of the Stage 3

facilities, the use of imported ammonia’

is expected {o help prevent cdours and realize the FGD's
environmental benefit of significantly redl;.lcing sulphur dioxide emissions from the expansion facilities.
Syncrude has been testing the FGD using:purchased ammonia since late July with good results. The cost
to import the ammeonia is expected to totai about $3 million per month, or approximately $1 million net to

the Trust. 1

1

Syncrude restarted Stage 3 operations falt the end of August with volumes averaging approximately
340,000 barrels per &ay in September, or; 121,000 barrels per day net to the Trust, which approximates
90 per cent of Stage 3 stream-day capacity of 375,000 barrels per day. The Stage 3 restart took
approximately three months to complete, which was tonger than anticipated as Syncrude implemented a

phased approach to ensure regular monitoring and to establish stable operations.

Operating costs on a per barrel basis in the third quarter of 2006 decreased to $19.68 per barrel,
compared to $23.61 per barrel in the third quarter of 2005, mainly due o lower Syncrude incentive
compensation costs and purchased enerby costs, partially offset by an increase in bitumen production
and processing costs. ‘

]

\
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For the nine months ended September 30, 2006 Syncrude production was 66.4 million barrels, or 23.6
million barrels net to the Trust, relative to 57.3 million barrels, or 20.3 million barrels net to the Trust in the
same period of 2005. Daily production levels year-to-date in 2006 averaged approximately 243,000
barrels per day, or 86,000 barrels per day‘r net to the Trust, versus 210,000 barrels per day, or 74,000
barrels per day net to the Trust, in the sam;e period of 2005. While production in both years was impacted
by extended coker turnarounds, the increase in 2006 production over 2005 is mainly attributable to the
incremental volumes from Coker 8-3 and E)etter reliability and throughput rates on other upgrading units
compéred to the prior year. In 2005, production was reduced by repairs to Hydrogen Plant 9-2 following a
tube rupture, feed restrictions in the vacuum distillation unit and sulphur pump repairs. Operating costs of
$28.57 per barrel and $26.63 per barrel fc:Jr the nine meonths of 2006 and 2005, respectively, reflect the
extensive maintenance activity in both years; however, increased production costs primarily retated to
bitumen production and upgrading contributed to higher per barrel operating costs in the first nine months
of 2006 compared to the same period in 2005, as more fully explained in the operating costs section of
this MD&A, ;
!

The Trust's production volumes will differ Erom its sales volumes due to changes in iqventory, which are
primarily in-transit pipeline volumes. In the third quarter of 2006, SSB inventory levels rose relative to the
same quarter of 2005 as a result of highér production levels and larger volumes of in-transit crude oil
batches. The growth in SSB volumes fro'm the Stage 3 facilities has required Canadian Qil Sands to
access new markets located further south to sell these volumes. More volumes and the longer time it
takes to deliver the product to more distslmt markets results in a larger amount of in-transit crude oil
batches. The impact of Syncrude's oper!ations on Canadian Qil Sands’ financial results is more fully
discussed later in this MD8A. '

SUMMARY OF QUARTERLY RESULTS |

($ millicns, excapt per Trust uni and Wiime amounts) i 2008 2005 2004
. Q3 Q2 Q1 Q4 Q3 Q2 Qi Q4

Revenues ' $' 683 3 624 § 473|% 519 5 612 5 492 3 344§ 333
Net income $ 278 8§ 337 § 91|$ 174 § 380 % 218 §  59(s 122

Per Trust unit, Basic $' 060 5 072 § 020|5 038 $§ 083 § 048 § 013|$ 027

Per Trust unit, Diluted $ 059 § 072§ 020|% 037 § 083 § 048 § 013|$ 027
Funds from operations $' 359 $ 324 § 141|% 264 § 364 $ 284 § 94|35 122

Per Trust unit $ 077§ 070 % O030|% 057 $ 079 8 062 5 020(% 027
Daily average sales volumes {bbls} :95.433 86,304 74,929 78,318 B5,042 79,506 56,807 78,294
Net realized selling price, after hedging ($/bbl) $i7843 5 7935 § T024|% 7207 § 7743 § 6803 § 6366[|% 4629
Operating costs ($/bbl} $ , 1968 § 2848 § 40.26|% 2554 § 2361 § 2135 § 3813 |§ 2127
Purchased natural gas price (¥/GJ} $. 542 § 572 % 742|% 1073 5§ 831 5 694 § 645|% 640
' Revanues after crude ofl purchases, ion and ] '

t

1
Quarterly variances in revenues, net income, and funds from operations are caused mainly by
fluctuations in crude oil prices, production, unit operating costs and natural gas prices. Net income is also
impacted by non-cash foreign exchange gains and losses caused by fluctuations in foreign exchange
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rates on our U.S. dollar denominated debt and by future income tax changes. A large proportion of
operating costs are fixed and, as such, unfit operating costs are highly variable to production. While the
supply/demand balance for crude oil affects selling prices, the impact of this equation is difficult to predict
and quantify and has not displayed signit%cant seasonality. Maintenance and turnaround activities are
typically scheduled to occur in the first or ;second quarter. However, the exact timing of unit shutdowns
cannot be precisely scheduled, and unplanned outages will cccur. As a result, production levels also may
not d|splay reliable seasonality patterns or trends. Maintenance and turnarcund costs are expensed in
the period incurred and can iead to signifi cant increases in operating costs and reductions in production in
those periods, as demonstrated by the hig!;h per barrel operating costs in the first quarters of 2006 and
2005. Natural gas prices are typically :higher in winter months as heating demand rises, but this
seasgnélity is significantly influenced by \?veather conditions and North American natural gas inventory
levels. :
|
|
During the second quarter of 2008, Crown‘ royalties shifted to the higher royalty rate of 25 per cent of net
revenues, compared to the minimum one per cent of gross revenue that had been in place since January

'
1, 2002, The 20086 third quarter results reflect the full impact of the higher Crown royalty expense

compared to the second quarter of 2006, vJ'hich included only one month at the higher rate.
i

|
REVIEW OF FINANCIAL RESULTS :

In order to provide meaningful informatién to our Unitholders, the focus of our MD&A is to provide
explanations of material variances in oulr quarterly financial results and significant events that have
occurred since year-end. We believe material information relates to the business of the Trust and would
reasonably be expected to have a significant influence on an investor's investment decision. We
endeavor to explain the factors, when mat}arial, that ultimately impact the Trust's Unitholder distributions,
such ‘as revenues, operating and non-production costs, financing expenses, and capital expenditures. As
well, we provide an overview of the Trust’s{ﬁnancing and risk management activity in the period.
é

In each of 2006 and 2005, the financial results of Canadian Qil Sands reflect a 35.49 per cent working
interest in the Syncrude Joint Venture. AII information provided per Trust Unit (“Unit") also has been
adjusted to reflect the 5:1 Umt split that became effective May 3, 2006. During the third quarter of 2008,
Canadlan Oil Sands acquured approxnmately 78 per cent of Canada Southern Petroleum Ltd. (“Canada
Southern”), as more fully discussed Iater in this MD&A. The results of operations related to Canada
Southerns conventional oil and gas ass{ets are reflected in “Discontinued operatlons on the Trust's
Consolldated Statement of Income and Unitholders’ Equity.

|
Canadian Qil Sands’ funds from operation's in the third quarter of 2006 of $359 million, or $0.77 per Unit,

was comparable to the same period of 2005, which generated $364 million, or $0.79 per Unit. Net
l
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income was $278 million, or $0.60 per Unit, in the third quarter of 2006, down from $380 million, or $0.83
per Unit, in the same period of 2005. !

The incrementa! production from Coker 8- 3 and the improved Base Plant reliability in the third quarter of
2006 were the primary reasons for an mcrease in revenues of $80 mlllron before hedging, from the same
period in 2005. Total sales volumes were_ 8.8 million and 7.9 million barrels in each of the third quarters
of 2006 and 2005, respectively. The increase in production was supported by a slightly higher realized
selling price for our Syncrude™ Sweet Blénd (“SSB") product, which averaged $78.14 per barrel, before
hedging, in the third quarter of 2008, com?ared to $76.67 per barrel, before hedging, in the same period
of 2005. The Trust benefited from full exbosure to robust market prices in both years as there were no
crude oil hedges in place. ;

Operating and non-production costs incurréd in the third quarter of 2006 decreased by $14 million and $9
million, respectively, compared to the same period in 2005, as more fully discussed later in this MD&A.
However, the increase in revenues and the decrease in operating and non-production cosis was more
than offset by a $109 million increase in Crown royalties over the third quarter of 2005 due to the shift
from the one per cent minimum royalty ratef to the 25 per cent rate of net revenue royalty in 2006.

In addition, net income in the third quarter of 2006 was impacted by a $52 million reduction in foreign
exchange gains as compared to the same quarter in 2005, which included significant unrealized gains on
U.S. dollar denominated debt. Further réducing net income in the current quarter was an increase to
depreciation, depletion and accretion of $2;2 million compared to the same period of 2005 as a result of
the increased production and a higher per barrel depreciation and depletion (“D&D") rate. Finally, third
quarter 2006 net income included a $13 mijlion future income tax expense compared to a $7 million future
tax recovery in the third quarter of 2005.

!
On a year-to-date basis, funds from operations in 2006 increased 11 per cent to $824 million, or $1.77
per Unit, compared to the same nine-month period in 2005. Net income in 2008 was $706 million, or
$1.52 per Unit, compared to $657 million, or $1.43 per Unit in 2005. Contributing favourably to the
increase in both funds from operations ar{d net income was a $338 milllon increase in revenues (after
crude oil purchases, transportation and ma}keting expense, and hedging}, which reflects both an increase
in sales volumes and a higher realized selling price. Total sales volumes in the first nine months of 2006
of 23.4 million barrels were 14 per cent h'igher than in the comparable 2005 period. The year-to-date
realized selling price in 2006 was $?5.61iper barrel, before hedging, an increase of $5.90 per barrel,
before hedging, compared to the same period in 2005. A

t
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Higher revenues were partly offset by an increase in operating costs and Crown royalties in 2006 of $121
million and $135 million, respectively, cc}rﬁpared to the nine-month results in 2005. The increase in
Crown royalties reflects the shift to a higher royalty rate in 2006 from the minimum one per cent rate that
applied throughout 2005. Net income |n' 2006 was further reduced by a $54 million increase in DD&A
compared to the prior year, which reﬂects; higher production volumes combined with a higher per barrel
D&D rate. Foreign exchange gains and future income tax recovery increases in 2006 of $12 million and
$8 million, respectively, increased net inco:me compared to the prior year.

Net income before unrealized foreign excfnange and future income taxes, which management helieves is
a better measure of operational performar:we than net income, was $291 million, or $0.62 per Unit in the
third quarter of 2006, compared to $312 fnillion, or $0.68 per Unit, in the same period of 2005. For the
first nine months of 2006 and 2008, respectively, net income before unrealized foreign exchange and
future income taxes increased to $637 mil‘llion, or $1.37 per Unit, from $604, or $1.32 per Unit. The table
below reconciles this measure to net incor%\e.

($ millions) ! Three Months Ended Nine Months Ended
' September 30 " Septamber 30
! 2006 2005 2006 - 2005
I
Nat income per GAAP ' $ 278 $ 380 $ 706 $ 857
Add (Deduct): ! .
Fareign exchange loss (gain) on long-term debt t - (61) (48} (40)
Future income tax expense (recovery) ! 13 {7} (21) {13)
Net income before foreign exchange i
and future income taxes '8 201 $ 312 $ 637 $ 604

The net income before unrealized foreigr;I exchange and future income taxes reflected in the previous
table is a measurement that is not defined by Canadian generally accepted accounting principles
{"GAAP"). The Trust also reports funds f}om operations and free cash flow on both a total and per Unit
basis, which are measures that do not have any standardized meaning under Canadian GAAP. Funds
from operations is calculated on the Trust’s consolidated statement of cash flows as cash from operating
activities before changes in working 'capit:al. Free cash flow is calculated as funds from operations less
capital expenditures and reclamation trus;t contributions in the period. In management's opinion, funds
from operations is a key performance inldicator of the Trust's ability to generate cash to fund capital
expenditures, while free cash flow is a key indicator of the Trust's ability to repay debt and pay
distributions. Net income before unrealized foreign exchange and future income taxes, funds from
operations, and free cash flow may not IJe directly comparable to similar measures presented by other
companies or trusts. ’

}
|
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Revenues after Crude Oil Purchases, Tﬁansportation and Marketing Expense
I

($ millions) ‘ - Three Months Ended ' Nine Months Ended
September 30 September 30
2006 ; 2005 Variance 2006 2005 Varlance

Sales revenue’' $ 722§ 619 & 103 $ 1,838 $ 1469 § 469
Crude ¢il purchases (27 (2} (25) (141) {7) (1)
Transportation and marketing expense {9) . {11} 2 (29) {31) 2
686 ' 606 80 5.768 1,431 337

Currency hedging gains ' 3 6 (3) 18 17 1

$ 689 $ 612 $ 77 $ 1,786 $ 1,448 $ 338

Sales volumes {MMbbls) 88 ' 7.9 0.9 234 20.5 2.9

' The sum of sales revenue and currency hadging gains equals Syr'lcmde Sweet Blend revenues on the Trust's consofidated statement of incoma.

(8 per barrel)
Realized selling price before hedging® § 7814 © § 7667  § 147 $ 7581 § 6971 S 5.90
Currency hedging gains 0.29 0.76 (0.47) 0.76 0.80 {0.04)
Net realized selting price $ 7843 $ 77.43 $ 1.00 $ 76.37 $ 7051 $ 5.86

2 Sales rgvenue, after crude oil purchases, transportation and marketing expense dividad by $S8& sales volumes, net of crude oil volumes purchased

During the third quarter of 2006, Canadian Oif Sands began marketing its share of Syncrude’s production
utilizing its own marketing department follc‘}wing the expiry of the marketing services agreement between
Canadian Qil Sands and EnCana Corporétion (“EnCana”) on August 31, 2006. The costs of this new
marketing group are included in Administration expenses. These expenses are expected to be
comparable to the costs Canadian Qil Sands previously paid to EnCana to market its crude oil and

related products, which were included in “'fransponation and marketing expense”.

Also commencing in the third quarter of 2006, the Trust is separately disclosing its crude oil purchases,
which had previously been netted from.' sales revenue. Prior year information has been similarly
reclassified for comparative purposes. Canadian Oil Sands purchases crude oil from third parties to fulfill
sales commitments with customers when there are shortfalls in Syncrude's production forecasts, to
expand and develop long-term markets fo.r our synthetic crude oil, and to optimize future transportation
flexibility and costs to support the sales of éur SSB product.

The $80 million quarter-over-quarter incre?se in revenues after crude oil purchases, transportation and
marketing expense and before hedging was due primarily to the 11 per cent increase in sales volumes,
as well as a modest increase in the avérage realized selling price. While the average West Texas
Intermediate (“WTI") price, a benchmark crude price that our SSB product closely follows, was 11 per
cent higher at US$70.60 per barrel in the third quarter of 2006 compared to US$63.31 in the same period
of 2005, the full benefit of this increase w;s partially offset by a stronger Canadian dollar in 2006 and a
weaker differential our SSB product received relative to the WTI price. The Canadian dollar averaged
$0.89 US/Cdn in the third quarter of 2006, é;ompared to $0.83 US/Cdn in the same quarter of 2005,

i
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Qur SSB crude oil realized a weighted-avérage discount of $0.11 per barrel relative to average Canadian
doltar WTI in the third quarter of 2006 corlnpared to an $0.85 per barrel premium in the same quarter of
2005. _‘The differential can move from a premium to a discount depending on the supply/demand
dynamics in the market. During the third: quarter of 2006, our monthly SSB product differential ranged
from a premium of $3 per barrel during the shut-down of the Stage 3 operations to a discount of $4 per
barrel as refiners underwent turnarounds ‘and required less SSB in their operations. By comparison, in
the same quarter of 2005 the premium reflected the lower supply of light synthetic crude oil from a
number of producers. |
3

On a year-to-date basis, revenues after c;rude oil purchases, transportation and marketing expense and
before hedging, increased by $337 million in 2006 compared to the similar period in 2005. The increase
in revenues reflected both an increase in éales volumes, driven by the increase in production volumes as
explained in the review of Syncrude opera’tions. and a higher average realized selling price. In 2006, the
realized selling price, before hedging, averaged $75.61 per barrel, an increase of eight per cent from the
prior year. The increase in the average fealized selling price reflected the improvement in WTI prices,
which rose 23 per cent to US$68.29 per barrel in 2006, partially offset by a stronger Canadian doflar and
a weaker differential. The foreign exchange rate in the first nine months of 2006 averaged $0.88 US/Cdn
compared to $0.82 US/Cdn in the comparable period in 2005. Our SSB product realized a weighted-
average discount of $1.62 per barrel combared to a premium of $1.15 per barrel realized in 2005, which
primarily reflected the additional supply of synthetic crude oil in the market in 2006 compared to 2005.
With the anticipated incremental Coker ~8-3 production volumes projected in the fourth quarter, we
continue to anticipate an average annual; discount to WTI of $3.00 per barrel in our 2006 Outlook, as
discussed later in this MD&A.

t
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Operating costs !

Three Months Ended Nine Months Ended
Septembar 30 September 30
2008 : 2005 s 2008 2005
$/bbl S $mbl S $bbl Shbl S/bbl bl
Bitumen ssS8 ! Bituman S5B Bituman SSB Bitumen 558
Bitumen Costs ' !
Qverburden ramoval 1.59 . 1.44 229 1.88
Bitumen production 7.30 . 8.73 a.09 7.63
Purchased energy * 1.84 ! 2.72 269 2.79
10.73 12.67 10.89 12.63 13.07 15.27 12.28 14.69
Upgrading Costs * :
Bitumen processing and upgrading 431 3.09 4.70 3.95
Tumaround and catalysts 0.53 122 30 307
Purchased enargy * 221 3.08 307 2.83
7.05 7.39 10.78 9.85
Other and research 0.18 3.04 1.77 247
[charge in treated and unireated inventory (0.22) 0.21 0.36 {0.33)
Total Syncrude aperating costs 19.68 23.27 2818 26.38
Canadian Oil Sands adjustments * - 0.34 0.39 025
Total operating costs 19.68 23.81 28,57 26.63
'
Bitumen 558 Biturnen S5B Bitumen 558 Bitumen SSB
Syncrude production volumes 334 283 778 238 2584 243 251 210
(thousands of barrels per day) i
'

! Bitumen costs relate to the removal of over'burdan oil sands mining, bitumen exiraction and tailings dyke construction and

disposal costs. The costs are expressed on a per ba'rref of bitumen production basis and convarted to a per barrel of SS8 based on
rhe yield of SSE from the processing and upgrading of bitumen.

Ungrading costs include the production and ongoing maintenance costs associated with processing and upgrading of
bitumen to SSB. It also includas the costs of major refi ining equipment tumarounds and catalyst replacement.

Natural gas costs averaged $5.42/GJ and $8.31/GJ in the third quartar of 2006 and 2005, respectively. For the nine
months ended September 30, natural gas cosls averaged $6.16/GJ and $7.29/GJ in 2006 and 2005, respectively.
4 Canadian Qil Sands' adjustments mainly pertain to Syncrude-refated pension costs, property insurance costs, site
restoration costs, as well as the inventory impact of movrng from production lo sales as Syncrude reports per barrel costs based on
production volumes and we report based on sales vollumes

‘ Three Months Ended Nine Months Ended

! September 30 September 30

) 2006 2005 2008 2005

d $/bbl $/bbl $ibbl $/bbi

1‘ 558 §S8 55B SSB
Production costs ! 15.30 17.38 2236 20.46
Purchased energy 4.38 6.23 6.21 6.17

Total operating costs ; 19.68 23.61 28.57 26.63
GJs/bbi GJs/bbl GJs/bbl GJs/bbl

t 558 SSB SsB SS8

Purchased energy consumption i 0.81 Q.75 1.01 0.85

1
Equipment and staff to support Syncrude’s Stage 3 operations were in place throughout 2006, although

production from the new facility was not established until September 2006. This new infrastructure level
carries higher fixed costs which should eﬂrentually be spread over the incremental Stage 3 production.
During planned and unplanned shutdown'.:-. Syncrude directs resources towards other activities but the
operation is less efficient with lower produc}ion and higher operating costs.

Operating costs in the third quarter of 2006 decreased to $173 million, or $19.68 per barrel, from $187
million, or $23.61 per barrel, in the same quarter of 2005. A reduction in value of Syncrude’s incentive
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compensation and a decrease in both puréhased energy and turnaround and catalyst costs were partially
offset by an increase in production costs, which lead to the overall decrease in per barrel operating costs
in the third quarter of 2006 relative to the same period in 2005.

A portion of Syncrude's long-term incenti\(e compensation is based on the market return performance of
several Syncrude owners' units/shares. The resulting incentive plan valuation changes are recorded as
operating cost increases or decreases at each period end. inthe third quarter of 2006, the market return
performance of many of the Syncrude owners’ units/shares declined due to the recent decrease in
commaodity prices, which lowered operating costs by approximately $3.44 per barrel quarter-over-quarter.
Partially offsetting the per barrel decrease,in incentive compensation costs was an increase of $0.63 per
barrel related to an employee retention. priggram Syncrude introduced in 2006, similar to other operators
in the area to reduce staff turnover. The results of the incentive compensation and retention costs are
included in the “Other and research” line of the operating costs table.

Purchased energy costs per barrel declined by 30 per cent to $4.38 per barrel from $6.23 per barrel in the
third quarter of 2006 and 2005, respecti\:/ely. The decreased purchased energy expense, consisting
mainly of natural gas, reflects a 35 per c::ent decline in natural gas prices, which averaged $5.42 per
gigajoulg {“GJ") in the third quarter of 2096, compared to $8.31/GJ in the comparable quarter of 2005.
The decrease in prices was offset marginally by an eight per cent increase in consumption volumes to
0.81 GJs per barrel in the third quarter of éOOB relative to the third quarter of 2005. Energy efficiency is
reduced during maintenance and start-up beriods as the Syncrude operation is highly integrated. Some
units may be run to provide steam or fuel ,Tto other facilities, resulting in increased energy needs without
an offsetting production increase, while' other unit outages may necessitate energy purchases to
temporarily power a connected facility. .

Turnaround and catalysts costs also reduced operating costs in the third quarter of 2006 by $0.69 per

barrel relative-to the same quarter of 2005.: Syncrude experienced better Base Plant reliability in the third ‘

quarter of 2008, and while some work was performed on its FGD unit in the quarter, more turnaround and
4
maintenance costs were incurred in the comparable quarter of 2005 related to repairs to Hydrogen Plant

9-2, the vacuum distillation unit and the sulphur pumps.

An increase in bitumen mining, extracting a:md upgrading costs of approximately $2.00 per barrel partially
offset lower purchased energy, incentive éompensation. and turnaround and catalyst costs in the third
quarter of 2006, compared to the same quarter of 2005. The costs related to the Stage 3 infrastructure
¢/ and workforce increase were in place durié\g most of 2006; however, production from Coker 8-3 did not
begin until September, which resulted in h!gher bitumen production and upgrading costs on a per barrel

1)
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basis in the three and nine-month periods:ending September 30, 2006, compared to the same periods in
2005. \

Year-to-date, operating costs increased to;$668 million in 20086, or $28.57 per barrel, from $547 million, or
$26.63 per barrel, in the same nine montr‘j period of the prior year. The increase in per barre! operating
costs wés primarily due to an increase in production costs, excluding purchased energy, parily offset by a
reduction in Syncrude's incentive combensation. The production costs increase accounted for
approximately $2.80 per barrel of the rise in operating costs in 2006 compared to 2005, and was primarily
related to Stage 3 bitumen production, extraction, and upgrading, as explained above. Syncrude’s
incentive compensation valuation change ifn 2006 relative to the prior year reduced year-to-date operating
~ costs by $0.88 per barrel, which was parti:ally offset by an increasé in costs related to the new employee
retention program in 2006 of $0.58 per barrel.

Purchased energy costs per barrel of $16.21 in the nine months ending September 30, 2006 were
comparable to the same period in 20\05,: which averaged $6.17 per barrel. While purchased energy
consumption rose to 1.01 GJs per barrel from 0.85 GJs per barrel in 2006 and 2005, respectively, the 16
per cent decrease in natural gas prices tq an average cost of $6.16 per GJ in 2006 helped mitigate the
overall increase in purchased energy costs. The increase in consumption volumes was mainly a result of
reduced energy efficiency experienced during Stage 3 start-up activities. Also contributing to the increase
in consumption were repairs on a hot watér line during the first quarter of 2006 that resulted in additional
bitumen requirements from the Aurora mine, which relies mainly on purchased natural gas for its energy
needs. 1

Purchased energy consumption per barrel is expected to decline fr'om levels recorded in the first nine
months of 2006 once the Stage 3 ope;aiions have stabilized, but consumption is expected to remain
higher than historical norms of about 0.7 éJs per barrel. We estimate that long-term consumption going
forward will be about 0.85 GJs per barrel'as additional hydrogen, which is derived from natural gas, is
eventually to be used to increase product quality from SSB to Syncrude Sweet Premium™ (“SSP”) and as
bitumen will increasingly be sourced from t;he Aurora mine. The Aurora mine relies mainly on purchased
natural gas for its energy needs as procé'-:‘ss heat from the upgrader is unavailable due to the mine’s

remote location from the Base Plant. :

Non-production costs '

Non-production costs in the third quarter 0} 2006 decreased by $9 million from the same quarter of 2005
as there were fewer costs incurred related to the commissioning and start-up of Stage 3 with the
substantial completion of that project earjlier in the year. In the prior year, the project was nearing
completion and additional costs were being: incurred as more of the units associated with the project were
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being commissioned and handed over to the ready-for-operations team. Non-production costs consist
primarily of development expenditures relating to capital programs, which are expensed, such as
commissioning costs, pre-feasibility en;gineering, technical and support services, research and

development, and regulatory and stakeholder consultation expenditures.
|

Crown Royalties

Crown royalties increased to $115 millioh, or $13.01 per barrel, in the third quarter of 2006 from $6
million, or $0.77 per barrel, in the compar;':lble 2005 quarter. For the nine months ended September 30,
Crown royalties were $149 million, or $6.37 per barrel, and $14 million, or $0.70 per barrel, in 2006 and
2005, respectively. The increase in 2006 Crown royalties reflects the shift in royalty rate to 25 per cent of
net revenues from the minimum one per cent of gross revenue, which occurred in the second quarter of
the year.

Under Alberta's generic Oil Sand Royalty, the Crown royalty is calculated as the greater of one per cent
of gross plant gate revenue before hedgirig, or 25 per cent of gross plant gate revenue before hedging,
less Syncrude operating, non-production ahd capital costs.

Depreciation, depletion and accretion expense
[}

)
($ miltions) Three Months Ended Nine Months Ended
September 30 September 30
2006 2005 2006 2005
Depreaciation and depletion expensa $ : 67 $ 4B $ 173 $ 125
Accretion expense . 3 - 7 1
$ .70 % 48 3 180 $ 126

D&D expense for the three months ended :September 30, 2006 rose by $19 million compared to the same
period in 2005 as a result of a 19 per ceht increase in Syncrude production volumes and a higher per
barrel D&D rate. In the first nine months, b&D expense increased by $48 million, reflecting a 16 per cent
increase in Syncrude production and a higl':ler 2006 per barrel D&D rate.

The Trust revises its estimate of per bar}el D&D expense in the first quarter of each year based on
updated reserve and future development costs estimates. The effective property, plant, and equipment
D&D rate in the nine months of 2006 rose to $7.34 per barrel of production compared to $6.11 per barrel
in the same period of 2005. The higher 2006 D&D rate reflects an increase in the estimate for the Trust's
future development costs, as provided for in the Trust's December 31, 2005 independent reserves report,

. . . , , ' ,
which is outlined in the Trust's Annual Infqrmatlon Form and can be found at www.sedar.com, or on our

web site at www_cos-trust.com under investor information.

4
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The increased accretion expense in the'third quarter and first nine months of 2006 compared to the
same periods of 2005 reflects the higher jasset retirement obligation outstanding at December 31, 2005
compared to December 31, 2004.

i

Foreign exchange '
Foreignf exchange gains/losses in the ﬁfst nine months of 2006 and 2005 are mainly the result of
revaluations of our U.S. dollar denominated long-term debt caused by fluctuations in U.S. and Canadian
exchange rales. Canadian Qil Sands rec{:rded a 51 million foreign exchange gain in the third quarter of
2006 compared to a $53 million gain in ‘the same period of 2005. These figures reflect insignificant
unrealized losses in the third quarter of 2I006 compared to $61 million of unrealized gains in the same
period of 2005 as a result of long term delbt revaluations. On a year-to-date basis, $45 million and $33
million of gains were recorded in 2006 and 2005, respectively. Revaluations of U.S. dollar denominated
debt contributed $48 million and $40 million of unrealized gains in the first nine months of 2006 and 2005,
reépectively. The remaining foreign exch;ange gains and losses relate to the conversion of U.S. dollar
.denominated cash, receivable, and payabIIe balances.

The Canadian dollar was unchanged at $0.90 US/Cdn at September 30, 2006 from June 30, 2006 and
strengthened from $0.86 US/Cdn at December 31, 2005. Similarly, the dollar strengthened to $0.86
US/Cdn at September 30, 2005 from $0.82 US/Cdn at June 30, 2005 and from $0.83 US/Cdn at
December 31, 2004, respectively.

i

Large corporations tax and other
In the second quarter of 2006, the federall government enacted legislation that eliminates federal capital
tax, retroactive to January 1, 2008. '

i
Future Income Tax '
In the third quarter of 2006, there was a.future income tax expense of $13 million compared to a §7
million future tax recovery in the same qﬁarter of 2005, Year-to-date, future income tax recoveries in
2006 increased to $21 million from $13 m:lllon in 2005. The changes in the future income tax expense
and recovery amounts quarter-over-quarter pertain to changes i |n temporary differences. A future income
tax recovery of $29 million was recorded in 2006 as a result of substantively enacted reductions to future
provincial and federal corporate tax rates ?nd elimination of the federal surtax during the second quarter
of 2008. The remaining variance from the Prior year relates to changes in temporary differences.

In the third quarter of 2006, Canadian Oil Sands acquired approximately 78 per cent of Canada Southern,
as more fully discussed later in this MD&/:\, which resulted in a $45 million increase to the Trust's total
future tax liability on its Consolidated Balance Sheet at September 30, 2006. The additional future tax

]
!
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liability reflects the temporary differences. between the book value of the Arctic Island assets and the
{

related tax pools at the substantively enacted tax rates at the time of acquisition. The future tax liability is

not expected to result in higher cash taxes being paid by the Trust's subsidiaries in the future.

Capital expenditures

Capital spending in the third quarter of 2006 decreased to $47 million from $230 million in the same
period of 2005. Only 14 per cent of third ‘quarter 2006 expenditures pertained to Stage 3 as the project
was essentially complete. The Trust spént $148 million less on Stage 3 in the third quarter of 2006
compared to the same 2005 period. In addition, 2005 third quarter capital expenditures included $45
million related to the South West Quadrant Replacement ("SWQR") project, which was largely complete
at the end of 2005. Partially offsetting t;he reduction in capital spending on the Stage 3 and SWQR
projects was an increase in capital spending in the third quarter of 2006 on Syncrude's sulphur emissions
reduction ("SER") project of approximately‘$9 million compared to the comparable quarter in 2005.

For the nine months ended September 30, capital spending decreased to $243 million in 2006 from $623
million in 2005, again reflecting the completion of the Stage 3 and SWQR projects, partially offset by an
increase in spending on the SER project of approximately $20 million. The SER project is being
undertaken to retrofit technology into the operation of Syncrudé's original two cokers to significantly
reduce total sulphur dioxide and other emissions. Expenditures on the SER project were expected to
ramp up following completion of the Stagei: 3 expansion and to total approximately $772 million, or $274
million net to the Trust. The Trust's share of the SER project expenditures incurred to date, including
amount:s expensed, is approximately $36;million, with the remaining costs to be incurred over the next
three years to coordinate with equipment tL;Jr_naround schedules.

As at September 30, 2006 the Syncrude J?int Venture had expended approximately $8.45 billion to bring
the Stage 3 project into operation, includirjg $0.7 billion for the Aurora 2 Mining Train completed in late
2003. Ancillary costs totalling approximatély $100 million gross to Syncrude remain to be incurred. The
total cost for Stage 3 net to Canadian Oil Sands is equivalent to approximately $3.0 billion.

Our forecast annual capital expenditures for 2006 are $315 million, which is approximately $485 million
lower than the annual capital expenditures incurred in 2005. The decrease reflects the lower capital
expenditures for the Stage 3 project and ;:ompletion of the SWQR. Our capital expenditure forecast is
discussed more fully in the Outlook sectionl‘ of this MD&A.

4
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ACQUISITION OF CANADA SOUTHERN PETROLEUM LTD.
In the third quarter of 2006 Canadian Qil Sands made an offer to purchase all of the outstanding common
shares of Canada Southern for US$13.10 per common share, or total consideration of approximately
Cdn$224 million. The offer expired on S:eptember 6, at which time Canadian Qil Sands had taken up
approximately 78 per cent of the common shares outstanding at a cost of approximately $174 million. A
special ‘meeting of the sharehoiders of |Canada Southern is planned for October 25 to vote on an
amalgamation resolution to enable Canadian Qil Sands to take up the remaining common shares.

|
Canadian Qil Sands is in the process of disposing of Canada Southem’s conventional natural gas assets
and expects to conclude this process by'the end of 2006. Subsequently, Canadian Oil Sands wouild
continue to hold only the natural gas interests in the Arctic Islands (the “Arctic assets”) as a long-term
hedge for Canadian Qil Sands' natural gas: requirements at Syncrude as well as the potential opportunity
to participate in the development of anather long-life energy resource.
As a result of acquiring Canada Southern and the related accounting requirements of such a business
acquisition, Canadian Oil Sands'’ Consoliéated Balance Sheet now includes Goodwill, Assets Held for
Sale, and Non-Controlling interest. Each,of these is explained more fully in the following discussions.
Canadian Oil Sands’ approximate 78 per (%,ent interest in Canada Southern’s net losses since acquisition
is reﬂecied in “Discontinued operations” OI:I the Consolidated Statement of Income, net of non-controlling
interest losses. The $3 million loss from discontinued operations primarily reflects the administrative
costs incurred by Canada Southemn relate::i to its acquisition by Canadian Qil Sands. The Arctic assets
are undeveloped and not currently producing; therefore, no net income impact is associated with those

properties.

Goodwill '

Goodwill is the excess amount that results :when the purchase price of an acquired business exceeds the
accounting fair value of the net identiﬁable:assets and liabilities of that acquired business. At September
30, 2006 goodwill related to the acquisitiori of Canada Southern was $45 million and arose as a result of
the $45 million future income tax liability on the Arctic assets. The goodwill balance will be subject to an
annual impairment assessment, or more frequently if events or changes in circumstances occur that
would reasonably be expected to reduce the fair value below the carrying value.

Assets Held for Sale

Since the Trust intends to sell the conve;ntional natural gas assets of Canada Southern and the sale
process has commenced, the fair value of the assets and related liabilities less the estimated costs to sell
the assets has been classified as “Held for sale” on the Trust's Consolidated Balance Sheet.

!
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Non-Controlling interest |

At September 30, 2006 the Trust owned z‘gpproximately 78 per cent of Canada Southern. The remaining
shares of Canada Southern, representing approximately 22 per cent owned by other shareholders, are
reflected on the Trust's Consolidated Balahce Sheet at Canada Southern’s carrying values. As such, the
non-controlling interest does not reflect the fair value of the assets and liabilities recorded by the Trust for

its interest in Canada Southern.

CHANGE IN ACCOUNTING POLICIES
As of September 30, 2006 there were no significant changes to the Trust's accounting policies from
December 31, 2005. !

LIQUIDITY AND CAPITAL RESOURCES'

{3 millicns) ' September 30 December 31
‘ 2006 2005

Current portion of long-term debt : $ 273 $ -
Long-term debt j 1,324 1,737
Cash and short-term investments - . {88) (88}

Net debt . $ 1,511 $ 1.649
Unitholders’ equity ‘ $ 3,897 $ 3,383
Total capitalization ' i ~ $ 5,408 $ 5,032
' Net debt plus unitholders’ equity

Canadian Qil Sands’ capital structure impr'pved at September 30, 2006 compared to December 31, 2005.

The $706 million of net income generated year-to-date in 2006 was more than sufficient to cover the $192
!

million of distributions, net of the Premium Distribution, Distribution Reinvestment and Optional Unit

Purchaée Plan ("DRIP™), paid in the first nine months, leading to an increase in Unitholders' equity.

Net debt decreased to $1,511 million at September 30, 2006 as a result of credit facility repayments and
foreign exchange gains on our U.S. dollalr denominated long-term debt. Accordingly, net debt to total
capitalization at September 30, 2006 decnieased to 28 per cent from 33 per cent at December 31, 2005.
The DRIP generated $180 million in new 'equity in the first nine months of 2006 at an average price of
$31.76 per Unit. ?

Funds from operations in the third quarter of 2006 totalled $359 million, or $0.77 per Unit, relatively
:

unchanged from $364 million, or $0.79 per, Unit for the same period in 2005. In the third quarter of 2006

the Trust required $371 million to fund capiltal expenditures and mining reclamation trust contributions, the
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costs of acquiring Canada Southern, working capital requirements, and to pay distributions, leaving a $12
million funding shortfall. The $69 million of DRIP equity generated in the quarter was used to fund this
shortfall and $30 million of credit facility repayments, resulting in a $27 million increase in the cash
balance over the second quarter of 2006. '

Year-to-date, funds from operations in 2006 totalled $824 million, or $1.77 per Unit, an $83 million
mcrease over the $741 million, or $1.61 per Unit, recorded in the same period of 2005. Canada Southern
acqmsntlon costs, capital expenditures, reclamatlon trust contributions, distributions and working capital
requirements totalled $914 million in the first nine months of 2008, leaving $90 million of required
financing. DRIP proceeds of approximately $180 million were used to fund this shortfall in addition to $92
million of credit facility repayments, resultir’jg in a $2 million cash draw since December 31, 2005,

The Trust expects cash balances to build with capital spending remaining low relative to the Stage 3
capital axpansion period, We intend to usa these cash balances to repay the current portion of long-term
debt as the various debt tranches reach maturity. To the extent cash balances are insufficient to repay

these maturities, it is expected that bank éredit facilities will be used to bridge the repayments until funds
|

!

are available.

The Trust's ﬁnancing strategy remains unchanged with a continued focus on debt reduction towards a net
debt target of about $1.2 billion. Considering the recent reduction in crude oil prices, we now anticipate
this net debt target will be achieved in the I:atter half of 2007, compared to the first quarter of 2007 that we
had estimated at July 25, 2006. Once our net debt target is reached, the Trust intends to suspend the
DRIP. The Trust had previously indicated that it intended to modify the DRIP's terms to provide
Unitholders with the ability to reinvest quarterly distributions at 100 per cent of the volume weighted
.averagel price (“VWAP"). However, the Trust has since decided to suspend the DRIP entirely to reduce
E administrative burden and costs and to allow for an easier possible reinstatement of the DRIP in its
current form if required to fund future inves'ting activities.

In March 2006, Canadian Oil Sands extended its $840 million operating credit facilities. An overview of
the key facilities terms can be found in Note 5 of the Notes to the Unaudited Consolidated Financial
Statements. ¢

UNITHOLDERS' CAPITAL AND UNIT TR{\DING ACTIVITY

Canadian Qil Sands Units trade on the Toronto Stock Exchange under the symbol COS.UN. The Trust
had a market capitalization of approxlmately $14 billion with 468 million Units outstanding and a closing

price of $29.82 per Unit on September 30, 2006
!
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Canadian Oil Sands Trust - Trading Activity ‘ Third
Quarter  September August July
. 2006 2006 2006 2006
Unit price
High ' $ 3875 § 3459 § 3875 § 3735
Low $ 2815 $ 2845 $ 3320 $ 3150
Close $ 2982 $ 2982 $ 3380 $ 3722
Volume traded (miliions) ' 105.8 34.0 51.7 2041
Weighted average Trust unils outstanding (millions) 4671 468.3 466.4 466.3

On October 24, 2006 the Trust declared a distribution of $0.30 per Unit for total distributions of
approximately $140 million. The distributi?n will be paid on November 30, 2006 to Unitholders of record
on November 3, 2006. A Unitholder distribution schedule pertaining to the quarter and nine month
periods ending September 30 is included ifn Note 8 of the Notes to the Unaudited Consolidated Financial
Statements. The Trust utilizes debt an':d equity financing to the extent funds from operations are
insufficient to fund distributions, capital expenditures, mining reclamation trust contributions, acquisitions
and working capital changes. In the third quarter of 2006, $12 million of equity from the DRIP was used
to finance these items as disclosed in “non-acquisition financing, net” on the Unitholder distributions
schedule. ]

)
Canadian Qil Sands issues Unit options ("bptions") as part of its long-term incentive plan for employees.
There were 198,840 options granted yearlto-date in 2006 with an average exercise price of $29.70 per
option and a fair value of approximately $1; million, which will be amortized into income over a three-year
vasting period. Each option represents the right of the optionholder to purchase a Unit at the exercise
price determined at the date of grant. Tr;e exercise price is reduced by distributions over a threshold
amount. The options vest by one-third following the date of grant for the first three years and expire
seven years from the date of grant. }
In addition, 34,345 performance unit rilghts (“PUPs”) were issued in 2006 with a fair value of
approximately $1 million. These PUPs ar:e earned based on total unitholder return at the end of three
years compared to a peer group, with the actual unit equivalents earned ranging from zero to double the
target award. More detail on the options and PUPs is contained in the Management Proxy Circular dated
March 10, 2006. .
CONTRACTUAL OBLIGATIONS AND COMMITMENTS
As of September 30, 2006 reductions toEcapital expenditure and other obligations and commitments
resulted from expenditures incurred in the first nine months of the year. However, an increase to the
Trust’'s contractual obligations and 'comm:itments of approximately $77 million was related to a new
Syncrude employee retention program to be earned and paid over a three-year period. In addition, the
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Trust’s pipeline commitments were increased by $15 million during the third quarter of 2006. Under take
or pay contracts, Canadian Oil Sands is committed to pay for pipeline space regardiess of whether any
volumes are shipped on the pipeline durihg the contract period. The contract expiry dates range from
August 2007 to August 2008.

FINANCIAL RISK MANAGEMENT

Crude Oil Price Risk

As Canadian Oil Sands did not have aﬁy 2006 or 2005 crude oil price hedges, revenues were not
impacted by crude oil hedging gains or losses and benefited fully from strong WTI prices. As at
September 30, 2006 and based on cunént expectations, the Trust remains unhedged on its crude oil

price exposure. ‘

Foreign Currency Hedging
As at September 30, 2006 we had the following currency hedges outstanding:

Canadtan Oil Sands Trust
Exchange Hedging Activities
2006 2007

U.S. dollars hedged (§ miflions} $ 5 $ 20
Average U.S. dollar exchange rate . $ 0.692 $ 0.692

Canadian Oil Sands' revenues in the third; quarter of 2006 include foreign currency hedging gains of $3
million, or $0.29 per barrel, compared to gains of $6 million, or $0.76 per barrel, in the comparable 2005
quarter. For the nine months ended Septe:mber 30, currency hedging gains of $18 million and $17 million
were re;corded in 2006 and 2005, respect:ively. The gains in each period reflect the stronger Canadian
dollar relative to the strike rate in each of 6the hedge contracts, and a smaller hedge position in the third
quarter of 2006 since US$15 million of for'eign exchange contracts had expired at the end of the second
quarter of 2006. The Canadian dollar averaged $0.88 US/Cdn and $0.82 US/Cdn in the first nine months
of 2006 and 2005, respectively. -

i

Interest Rate Risk . ‘

Canadian Oil Sands’ net income and funds from operations are impactéd by interest rate changes based
on the amount of floating rate debt outstaﬁding. At September 30, 2006 we had $195 million of floating
rate debt with maturities of less than one year, comprised of $20 million of floating rate medium term
notes outstanding and $175 million of fixed rate debt, which was swapped into floating rate debt in
January 2004. Any gains or losses relat:ed to the swaps are recognized in the period the swaps are

settled as they are considered hedges for a}tccounting purposes.
!

Canadian Qil Sands Trust Third Quarter Report 2006 27
: !




Unrecognized gains and losses

t
At September 30, 2006 the unrecognized gain relating to our foreign currency hedges was $8 million, and
the unrecognized loss on the interest rate swaps on the $175 million of 3.95% medium term notes was $1

million. These unrecognized amounts and the fair values of the hedges are disclosed in Note 9 of the

Notes to the Unaudited Consofidated Financial Statements.

FOREIGN OWNERSHIP '

Based on information from the statutory declarations by Unitholders, we estimate that, as of August 4,
2006 approximately 43 per cent of our Uni'tholders are non-Canadian residents with the remaining 57 per
cent being Canadian residents. The curreﬁt foreign ownership level has increased considerably from the
last declaration date of May 8, 2006, whiéh was approximately 36 per cent at that time, as disclosed in
our July 25, 2006 second quarter report. Canadian Qil Sands’ Trust Indenture provides that not more
than 49 per cent of its Units can be held by non-Canadian residents,
|

The Trust continues to monitor its foreign ownership levels on a reguiar basis through declarations from
Unitholders. The next declarations to be requested will be as of November 3, 2006. The Trust plans to
post the results of the declarations on its web site at www.cos-trust.com under investor information,

frequently asked questions. This section of the web site and page 45 of the Management's Discussion
and Analysis section of the Trust's 2005 annual report describe the Trust's steps for managing its non-
Canadian resident ownership levels. .
2006 OUTLOOK

We have increased our Qutlook for 2006 annual Syncrude production from the guidance provided on July
25, 2006 to range between 90 and 98 million barrels, or 32 to 35 million barrels net to the Trust based on
our 35.49 per cent interest. The increase reflects the likelihood of realizing higher volumes based on the
strong production reported during the third quarter of 2006 and renewed confidence regarding Stage 3
operations. The high end of the range reflects the potential of production averaging Stage 3 design
capacity' of 350,000 barrels per calendar day, while the low end assumes a further upset of Stage 3
operations due to issues commonly associated with the ramp-up of new units with no incremental
production from the expansion for the remainder of the year. No significant maintenance activity is
expected to impact production in the last q:uarter of 2006 with the Coker 8-2 turnaround scheduled in the
second half of 2007. As well, the tire shbnage that had been identified as a production and cost risk
earlier in the year is not expected to impact our 2006 production Outlook as Syncrude has implemented
various measures to reduce tire wear and qamage in order to more conservatively manage consumption.
We have raised our single point 2006 estin"iate from 80 to 95 million barrels of Syncrude production, or 34
million barrels net to the Trust. The revised estimate assumes production averaging 315,000 barrels per
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day for the remainder of the year, which is equivalent to 90 per cent of post-Stage 3 design capacity of
350,000 barrels per calendar day and our previously disclosed anticipated exit rate for 2006.
Correspondingly, production in the fourth quarter of 2006 is estimated at 28.6 million barrels, or 10 million
barrels net to the Trust. |

Syncrude continues to focus on lining out and optimizing the different Coker 8-3 operating units in order
to ramp:'up to full annual productive capability of 128 million barrels, or 45 million barrels net to the Trust.
During the introduction of the Stage 3 units into full operations in 2006, Syncrude's first priority has been
on the safe and reliable expansion of volumes. Syncrude’s next area of focus will be on improving
product quality from SSB to SSP. Syncrude has identified unanticipated hydrogen limitations, which will
require modifications to the steam gene}ation unit of the new hydrogen plant, before SSP can be
produced. Syncrude plans to implement Tthese modifications during planned turnarounds in the fall of
2007; accordingly, the transition to the higher quality SSP product is now not expected to occur until the
fourth quarter of 2007. We believe that SSP's higher quality should enable some of our existing
customers to increase the amount of Syincrude production they process and potentially attract new
customers. With the delay in producing SSP, we expect more of our production may now have to be
shipped to further markets, potentially resu;lting in a wider price discount to WTI going forward; however,
the supply/demand equation for synthetic oil is difficult to predict and quantify. For 2008, we are
continuing to estimate an average SSB to WTI discount of $3.00 per barrel.

Funds from operations in 2006 are anticipéted to total $1.1 billion, or $2.32 per Unit, based on a lower
forecast for an average WTI crude oil price of US$65.00 per barrel, a foreign exchange rate of $0.89
US/Cdn for the year and the higher production levels.

Revenues, after crude oil purchases, "transportation and marketing expense are estimated at
approximately $2.4 billion in 2006, with éperating costs of $881 million, or $26.23 per barrel, which
includes $6.51 per barrel of purchased em'argy at an estimated $6.50/GJ natural gas price. In addition,
funds from operations reflect the increase to the full 25 per cent Crown royalty rate that occurred in the
second duarter of 2006. Crown royalties are estimated at $212 million, or $6.32 per barrel in 2006.

Purchased energy consumption is expecte& to average approximately 1.0 GJs per barrel in 2006 due to
the start-up of Stage 3 operations. Once :Stage 3 is fully lined-out, per barrel energy consumption is
expected to be approximately 0.85 GJs per barrel.

We estimate 2006 capital expenditures to total $315 million due to a reduction in maintenance of
business projects and deferral of a portion of the Stage 3 and SER project costs into subsequent years.
We anticipate being successful in our offer to acquire all of the outstanding shares of Canada Southern at
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a price of US$13.10 per share, or a total cost of approximately $224 million. We intend to divest the
conventional natural gas properties acquiréd as part of the tra'nsactio'n with the resulting cost of the Arctic
assets estimated at approximately $165 million, net of disposal proceeds, acquisition and disposition
costs, and liquidation of working capital.

Based on the latest Outlook and the current crude oil price environment, we expect to reach our -net debt
target of approximately $1.2 billion in the% second half of 2007. Once we have achieved our net debt
target, ﬁnless capital investment growth oéponunities exist that we believe would offer Unitholders better
value, we intend to approach full payout of our free cash flow (funds from operations less capital
expenditures and rectamation trust contributions). Guidance for 2007 will be provided by the Trust later in
the fourth quarter of 20086. '

We estimate that apbroiimate!y 95 per cent of the distributions pertaining to 2006 will be taxable as other
income with the remainder classified as a tax-deferred return of capital. The actual taxability of the

distributions will be determined and reported o Unitholders prior to the end of the first quarter of 2007.
i

'

Changes in certain factors and market conditions could potentially impact Canadian Oil Sands’ Outlook.
The following table provides a sensitivity analysis of the key factors affecting the Trust's performance. In
addition to the factors described in the table, the supply/demand equation for synthetic crude oil in the

North American markets could impact tﬁe price differential for SSB relative to crude benchmarks;
however, this factor is difficult to predict anéi quantify.

2006 Qutlook Sensitivity Analysis

Annual ? Funds from Operations Increase
Variable ' ' Sensitivity $ millions $/Trust unit
Syncrude operating costs decrease . C$1.00/bbl 25 0.05
Syncrude operating costs decrease " C$50 million 13 0.03
WT! crude oil price increase LUS$1.00/bbl 28 0.06
Syncrude production increase i 2 million bbls 36 0.08
Canadian dollar weakening . US%0.01/C$ 18 0.04
AECO natural gas price decrease C$0.50/GJ 13 0.03

T An oppaosite change in each of these variabtes will result in the opposite funds from operations and net income impacts.
t

? Sensitivities assume a larger change in unrealized quarters 1o result in the annual impact. Variable changes apply only to
unhedged positions. '

!
| More information on the Trust’s outlook is provided in the October 24, 2006 guidance document, which is

. available on the Trust’s web site at www.cos-trust.com under investor information.

|
' 1
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Form 52-109F2 - Certification of Interim Filings

|, Allen R. Hagerman, Chief Financial Officer of Canadian Oit Sands Limited, manager of
Canadian Qil Sands Trust (the "Trust") certify that:

1.

Date: October 24, 2006

|
| have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-
109 Certification of Disclosure in Issuers’ Annual and Interim Filings) of the Trust for the
interim period ending September 30, 2006;

Based on my knowledge, the interim filings do not contain any untrue statements of a
material fact or omit to state a material fact required to be stated or that is necessary to
make a statement not misleading in light of the circumstances under which it was made,

.with respect to the period cover'ed by the interim filings;

‘Based on my knowledge, the interim financial statements together with the other
financial information included in the interim filings fairly present, in all material respects,
‘the financial condition, results of operations and cash flows of the Trust, as of the date
and for the periods presented in the interim filings; and

The Trust's other certifying officers and | are responsible for establishing and maintaining
disclosure controls and procedures for the Trust, and we have designed such disclosure
controls and procedures, or caused them to be designed under our supervision, to

‘provide reasonable assurance that material information relating to the Trust, including its

consolidated subsidiaries, is ,made known to us by others within those entities,
particularly during the periods in which the interim filings are being prepared.
|

“signed”

Allen R. Hagerman .
Chief Financial Officer '

CADocuments and Ssttingsiperryc. LEGALY ocal SettingsiTemnp\Form 52-109F 2-Q3-D8CF O dog
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Exemption under Rule 1293-2{b)

Form 52-109F2 - Certification of Interim Filings

I, Marcel R. Coutu, President and Chief Executive Officer of Canadian Qil Sands Limited,
manager of Canadian Qil Sands Trust (the "Trust") certify that:

1. | have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-
109 Certification of Disclosure in Issuers' Annual and Interim Filings) of the Trust for the
interim period ending September 30, 20086;

2. Based on my knowledge, the mterlm filings do not contain any untrue statements of a
material fact or omit to state a material fact required to be stated or that is necessary to
make a statement not misleading in light of the circumstances under which it was made,
with respect to the period covered by the interim filings;

3. Based on my knowledge, the interim financial statements together with the other
financial information included in the interim filings fairly present, in all material respects,
the financial condition, results of operations and cash flows of the Trust, as of the date
and for the periods presented in the interim filings; and

4. The Trust's other certifying officers and | are responsible for establishing and maintaining
disclosure controls and procedures for the Trust, and we have designed such disclosure
controls and procedures, or caused them to be designed under our supervision, to
provide reasonable assurance that material information relating to the Trust, including its
consolidated subsidiaries, is ‘'made known to us by others within those entities,
particularly during the periods in which the interim filings are being prepared.

i

1

Date: Qctober 24, 2006

“signed”
Marcel R. Coutu
President and Chief Executive Officer

CADocumasnls ang Setings\oevrye. LEGALU ocal Setings\TempiForm 52-109F2 - Q3-06CEQ_1 dot
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. Exemption under Rule 12g3-2(b) '

LETTER OF CONFIRMATION | 530 81 e SW Sué 60
’ . : _ Calgary Albena
i T2P 358
Telophona 03:267- 6800
‘ ' Facsaiile 403-267-6526 Canada
November. 3, 2006. ’ ‘ ’ www.computershare.com - Australia
Channel Istands
To:  Alberta Securities Commission o ong
British Columbia Securities Commission lreland
Manitoba Securities Commission . India
Office of the Administrator, New Brunswick New Zealand
Sécurities Commiission of Newfoundland and Labrador g’;‘:ﬁfﬂﬁiﬁ
Nova Scotia Securities Commission United Kingdom
Ontario Securities Commission ! USA.

Registrar of Securities, Prince Edward Island
L'Autorite des marches-financiers
Securities Division, Saskatchewan.Financial Services Commission
Securities Registry, Goverhment ofithe Northwest Territories
Registrar of Securities, Government of the Yukon Territory
The Toronto Stock Exchange

L}

Dear Sirs:; . '

Subject: Canadian Oil Sanéls Trust (the “Trust”)

We confirm-that the followmg malerial was sent by prepaid mail on November 3, 2006 to the registered
holders of lhe Trust Units:as well to those individuals whose names appear on the Trust's Supplemental
Mailing Lists (as defined in the National Insgrument 54-102 regarding shareholder.communications).

1. ‘Third Quarter Interim Report

In compliance with regulations’made under'the Securities Act, we are providing this material to.you in our
capacity as trustee.for the subject trust.

Yours truly,. ‘

COMPUTERSHARE TRUST COMPANY OF CANADA

N F : :
9’%.-. 1 c,\.\ C?

Kim Craig-

Assistant Trust Officer

Corporate Trust Depariment

cc. Trudy Curran
' Siren Fisecki
Canadian Qil Sands Trust
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" Exemption under Rule 12g93-2(b)

'FORM 51 - 102F3
. MATERIAL CHANGE REPORT

Name and Address of Comp?ny:
Canadian Qil Sands Trust and’
Canadian Qil Sands Limited

2500 First Canadian Centre

350 — 7" Avenue S.W.

Calgary, AB T2P 3N9

Date of Material Change:
Qctober 27, 2006
Press Relfease:

A confidential material change report was filed with the Canadian Securities
Commissions on October 30, 2006. On November 1, 2008, Canadian QOil Sands
Trust/Canadian Qil Sands Limited (collectively, “Canadian Oil Sands”) issued a press
release announcing that the:Syncrude owners had approved Syncrude Canada Ltd.
entering into a management services agreement with Imperial il Resources. A copy of
the press release is attached hereto as Schedule "A".

Summary of Material Change:

At a meeting of the Syncrude Joint Venture owners on Friday, October 27, 2006, the
Syncrude Joint Venture owners passed resolutions authorizing Syncrude Canada Lid.
(“SCL"), as operator of the Syncrude Project, to enter into agreements with Imperial Oil
Resources to provide managerial guidance and services and to second technical and
managerial staff to SCL. Canadian Qil Sands Limited holds, directly and indirectly, a
35.49% working interest in the, Syncrude Joint Venture.

Full Description of Material Change:

At a meeting of the Syncrude Joint Venture owners on Friday, October 27, 2006, the
Syncrude Joint Venture owners passed resolutions authorizing Syncrude Canada Ltd.
(“SCL"), as operator of the Syncrude Project, to enter into agreements with Imperial Oil
Resources (“lmperial’) to provide managerial guidance and services and to second
technical and managerial staff to SCL.

Under the proposed agreement, Imperial, with the support of ExxonMobil, would provide
global best practices in several areas including: maintenance and reliability, energy
management, procuremeni, safety, health, and environmental performance with the
expectation of delivering further sustainable improvement in Syncrude's operating
performance. Given the complexities of this agreement, Imperial has the ability to
terminate the agreement following an overall assessment period and the Management
Committee's full review and approval of the recommendations from such assessment.

The agreement would have an initial term of 10 years with a renewal provision. Either
SCL or Imperial would have the option to cancel the agreement on 24 months notice for
any reason. Canadian Oil Sands Limited would pay its pro-rata share of annual fixed
service fees equivalent to about Cdn $17 million and its share of the-direct costs Imperial
incurs in providing the services. After the first three years, variable fee incentives would
also apply if certain performance targets are achieved. The expectation by the Syncrude



owners is that the value to be captured through higher production levels, savings in
energy efficiency, lower sustaining capital costs, reduced maintenance and operating
costs, and other efficiencies from new business control systems should be a multiple of
the fees paid by SCL to Imperifal.

At the direction of the Syncrude Joint Venture owners, various owners of SCL are to work
with Imperial Oil Resources and SCL to finalize the terms of the aforesaid agreements
and to also prepare and implement a communications plan for the employees,
contractors, government and other stakeholders involved in the Syncrude Joint Venture
with a view to having such agreement finalized and to implement the communications
plan concurrent with the public announcement of the transaction.

Reliance on Subsection 7.1(?) or (3) of National Instrument 51-102:

N/A. A prior filing under these Subsections was made by Canadian Qil Sands on
October 30, 2006 with respect.to this matter.

Omitted Information:
None

Executive Officer:
]

Trudy M. Curran '
General Counsel and Corporate Secretary of Canadian Qil Sands Limited
may be reached at (403) 218-6240

Date of Report:

November 1, 2006
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Schedule “A”™

| NEWS RELEASE
} For immediate release

Canadian Oil Sands |
Conference call today, 3:45 p.m., MST

(See details at end)

Syncrude Joint Venture owners approve Management Services Agreenient between
‘Syncrude and Imperial Oil

Calgary, AB., Nov. 1, 2006 (TSX —" COS.UN) — Canadian Oil Sands Trust (“Canadian
Oil:Sands”, or the “Trust”) today announced that the Syncrude Joint Venture has
approved its operator, Syncrude Canada Ltd., entering into a comprehensive management
services agreement with Imperial Oil to provide operational, technical and business
management services to Syncrude Canada Ltd.

' .
Under the agreement, Imperial Qil, with the support of ExxonMobil, will provide global
best practices in several areas including: maintenance and reliability, energy
management, procurement, safety, hcalth and environmental performance with the
expectation of delivering further sustamable 1mprovement in Syncrude’s operating
performance. : )
The agreement is effective November 1, 2006 and has an initial term of 10 years with
renewal provisions. Imperial Oil, ExxonMobil, Syncrude Canada Ltd. and the other
Syncrude participants will form a team to conduct a comprehensive onsite assessment of
the Syncrude operatlons with a view to making specific recommendations in
approximately six months from today in respect of the services to be provided by
Imperial Oil. If the recommendations are not approved to the reasonable satisfaction of
Imperial Oil, the management services agreement can be terminated by Imperial Oil.
Either Syncrude or Imperial Oil has the option to cancel the agreement on 24 months
notice for any reason. .
Canadian Oil Sands will pay its pro' rata share of annual fixed service fees equivalent to
about Cdn $17 million (Cdn $47 mllllon gross to Syncrude)} and its share of the direct
costs that Imperial Oil incurs in prov1d1ng the services. After the first three years,
performance fee incentives will also apply if certain targets are achieved. Through higher
production levels, savings in energy efficiency, lower sustaining capital costs, reduced
maintenance and operating costs, and other efficiencies from new business control
systems, we believe that the value tf) be captured should be a multiple of the fees paid.

t
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“The Syncrude Joint Venture, after many months of careful analysis, has determined that
this agreement provides incremental value to Syncrude. It will enable us to leverage the
experience and skills of Syncrude's employees with the best practices and resources of a
global leader in refining with the goal of capturing even better performance and
profitability from the Syncrude operation," said Marcel Coutu, president and CEO of
Canadian Oil Sands and chairman of the board of Syncrude Canada Ltd.

The agreement does not change the!existing Ownership and Management Agreement
between Syncrude Canada Ltd. and the Syncrude owners -- Syncrude Canada Ltd.
remains the operator and employer of Syncrude's personnel. Ownership in the Syncrude
Joint Venture remains unchanged, as does the proportionate ownership in Syncrude
Canada Ltd. The oversight and strategic direction for Syncrude continues to come from
the Syncrude owners’ Management Committee, which is comprised of senior
representatives from each owner-company, and is currently chaired by Canadian Oil
Sands.

Charles Ruigrok, CEO of Syncrude“ Canada Ltd., said: “Syncrude’s employees have made
us a leader in the development of Canada’s oil sands. Our nearly 30 years of operating
experience give us a strong foundatlon to build upon, and with the global expertise of
Imperial Oil and ExxonMobil, we can further drive operational excellence. Syncrude
remains committed to playing a major role in securing Canada's energy future.”

The agreement also reconfirms the Syncrude Joint Venture owners’ commitment to
further growth by engaging Imperial Oil and its global experts to undertake Syncrude’s
volume expansion projects under the direction of a newly instituted Development Sub-
Committee of the Management Committee, proposed to be chaired by Canadian Oil
Sands. Referred to as Syncrude 21,these plans conceive of a Stage 3 debottleneck and
Stage 4 expansion to grow productwe capacity to about 500,000 barrels a day, gross to
Syncrude. i

"Syncrude's owners have invested more than $10 billion in Syncrude's expansions,
including the recent Stage 3 project:. Our high-quality mining resources base can support
much further growth, and by optimizing our existing infrastructure, we can identify how
best to fully capture that potential from our current investment and ideally position the
operation for future growth," added Coutu.



L]

The Syncrude Project is a Joint Venture undertaking among Canadian Oil Sands Limited
(31.74%), Canadian Oil Sands Limited Partnership (5%), Imperial Oil Resources (25%),
Petro-Canada Oil and Gas (12%), ConocoPhillips Oilsands Partnership II (9.03%),
Nexen Qil Sands Partnership (7.23%), Mocal Energy Limited (5%), and Murphy Oil
Company Ltd (5%) as the project owners. Syncrude Canada Ltd. is the operator of the
Syncrude Project. :

Canadian Oil Sands Trust provides'a pure investment opportunity in the oil sands
through its 35.49 percent working interest in the Syncrude Project. Located near Fort
McMurray, Alberta, Syncrude operates large oil-sands mines and an upgrading facility
that produces a light, sweet crude oil. Canadian Oil Sands is an open-ended investment

‘trust, which allows it to make distributions on a tax-efficient basis. The Trust is managed

by Canadian Oil Sands Limited anc{ has approximately 468 million units outstanding,
trading on the Toronto Stock Exchange under the symbol COS.UN.

i
CONFERENCE CALL NOTICE
)

Canadian Oil Sands Trust will host a conference call today to discuss the Syncrude
Management Services Agreement. | '

Time: 3:45 p.m. Mountain §tandard Time (5:45 p.m. EST)

Date: November 1, 2006 |

Call-in number (register starting at 3:30 p.m. MST): 1-888-458-1598

~ Pass code: 76845% ‘

Media are invited to participate. Those unableto participate in the live call may listen to a
recording approximately one hour after by calling 1-877-653-0545 and entering the
conference reference code 340435#_. The recording will be available for 48 hours.

i
The simultaneous audio webcast will be available on Canadian OQil Sands’ web site at
WWW.Cos-trust.com
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Advisory: In the interest of providing Canadian Oil Sands Trust (“Canadian Oil Sands”, “COS” or the
“Trust”) unitholders and potential investors with information regarding the Trust, including management's
assessment of the Trust’s future plans and operations, certain statements throughout this press release
contain “forward-looking statements”. Forward-looking statements in this release include, but are not
limited to, statements with respect to: the expectation that the agreement between Syncrude and Imperial
Qil will result in higher production levels and savings in energy efficiency and maintenance and operating
costs as well as additional efficiencies from new business control systems; the expectation that the value
captured by the agreement will exceed the fees payable by Syncrude to Imperial Qil; the expectations
regarding future secondments, staff locations, future impact on the local community; the anticipated
increase in production from implementing Stage 3 debottleneck and Stage 4; as well as any comments
made regarding the impact of proposed tax changes announced on October 31.

You are cautioned not 1o place undue reliance on forward-looking statements, as there can be no assurance
that the plans, intentions or expectations upon which they are based will occur. By their nature, forward-
looking statements involve numerous assumptions, known and unknown risks and uncertainties, both
general and specific, that contribute to the possibility that the predictions, forecasts, projections and other
Sorward-looking statements will not occur. Although the Trust believes that the expectations represented by
such forward-looking statements are reasonable, there can be no assurance that such expectations will
prove to be correct. Some of the risks and other factors which could cause results to differ materially from
those expressed in the forward-looking statements contained in this press release include, but are not
limited to: the difficulties and risks involved in any complex mining and upgrading operation; labour
disruptions and disputes; the limitations in directing Imperial Oil and ExxonMobil's processes and
personnel in providing the services; regulatory requirements and general economic conditions in Canada
and in the Fort MeMurray area in particular; and such other risks and uncertainties described from time to
time in the reports and filings made with securities regulatory authorities by the Trust. We would refer you
to the risks and assumptions further outlined in the Trust’s annual information form and annual and
guarterly financial reports. i
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NEWS RELEASE
‘ | For immediate release

Canadian Oil Sands f

Syncrude to perform minor repairs to Coker 8-2

Calgary, AB., Nov. 20, 2006 ( TSX COS.UN) — Canadian Oil Sands Trust (“Trust” or
“Canadian Oil Sands”) today announced that Syncrude Canada Ltd. is performing a
minor repair to Coker 8-2 following the discovery on November 18 of a leak in the coker
bumer overhead line. The coker is expected to return to full operations by November 27.
This incident is not expected to affect the rest of Syncrude’s operations, including
production from its two other cokers. Canadian Oil Sands is maintaining its OQutlook for
production and other performance measures provided on October 25, 2006.

Canadian Oil Sands provides monthly updates on production volumes on the Trust’s
website at: http://www.cos-trust.com/asset/ssb_shipments.aspx

Canadian Oil Sands Trust provides a pure investment opportunity in the oil sands through
its 35.49 percent working interest in the Syncrude Project. Located near Fort McMurray,
Alberta, Syncrude operates large oil-sands mines and an upgrading facility that produces
a light, sweet crude oil. Canadian Qil Sands is an open-ended investment trust managed
by Canadian Qil Sands Limited and has approximately 468 million units outstanding,
trading on the Toronto Stock Exchaénge under the symbol COS.UN.

i
Advisory: In the interest of providing Canadian Oil Sands Trust ("Canadian Oil Sands"”, “COS” or the
“Trust”) unitholders and potential investors with information regarding the Trust, including management’s
assessment of the Trust's future pians and operations, certain statements throughout this press release
contain “forward-looking statements ™. Fonvard—lookmg statements in this release include, but are not
hmtred to, statements with respect to: the expecred timing and impact of maintenance on Coker 8-2.

You are cautioned not to place undue rehance on forward-looking statements, as there can be no assurance
that the plans, intentions or expectations upon which they are based will occur. By their nature, forward-
looking statements involve numerous assumptions, known and unknown risks and uncertainties, both
general and specific, that contribute to rhe possibility that the predictions, forecasts, projections and other
Sforward-looking statements will not occur Although the Trust believes that the expectations represented by
such forward-looking statements are reasonab!e there can be no assurance that such expectations will
prove to be correct. Some of the risks and other factors which could cause results to differ materially from
those expressed in the forward-looking statements contained in this press release include, but are not
limited to: the difficulties and risks mvolved in any complex mining and upgrading operation; labour
dismpuons and disputes; and such other risks and uncertainties described from time to time in the reports
and filings made with securities regulatory authorities by the Trust. We would refer you to the risks and
assumptions further outlined in the Trust's annual information form and annual and quarterly financial
Feports.
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Canadian Oil Sands to acquire;1.25 per cent interest in Syncrude Joint Venture

Calgary, AB., Nov. 29, 2006 (TSX r COS.UN) — Canadian Oil Sands Trust (“Trust™)
today announced that its wholly owned subsidiary, Canadian Oil Sands Limited
(“Canadian Oil Sands”) has agreed, subject to certain conditions, to purchase from
Talisman Energy Inc. (“Talisman”) its 1.25 per cent indirect interest in the Syncrude
Joint Venture for approximately Cdn $475 million comprised of $237.5 million in cash
and 8,189,655 Canadian Oil Sands Trust units.

The Trust will issue the equity to Talisman from treasury and will finance the cash
portion through its existing credit facilities. This results in the acquisition being financed
with approximately 50 per cent debt and 50 per cent equity.

“We are pleased to consolidate another piece of Syncrude. We consider Syncrude to be
the best oil sands project today w1th its superior resource holdmgs newly expanded
production infrastructure and near]y 30 years of operating experience," said Marcel

' Coutu, President and CEO of Canadian Oil Sands. “The transaction is modestly accretive,
increasing reserves and production per Trust unit outstanding by approximately two per
cent. Furthermore, Talisman’s preference to retain some exposure to Syncrude through
Canadian Oil Sands Trust’s equity leaves our balance sheet relatively unchanged.”

!

The indirect 1.25 per cent interest acqunred 18 held through Talisman’s ownership of
limited partnership units in Canadlan Oil Sands Limited Partnership (“Partnership”),
which holds a five per cent interest in the Syncrude Joint Venture. The Partnership is
already controlled and 75 per cent owned by Canadian Oil Sands Limited.

Through this transaction, Canadian 011 Sands’ interest in Syncrude will rise from 35.49
per cent to 36.74 per cent with a commensurate increase in reserves and production.
The Trust anticipates releasing its 2007 Outlook in early December, which will provide a
specific production target as well as other performance metrics for the year.

{
The transaction is effective December 1, 2006 and is expected to close on or before
February 28, 2007. The acquisition is conditional upon Canadian Oil Sands being
satisfied that the acquisition and issbance of equity is normal growth and not undue
expansion under the proposed income trust tax legislation. The transaction is subject to
TSX approval of the listing of the Trust units but is not subject to approval under the
Competition Act or the Investment Canada Act. The purchase price is subject to closing
adjustments




CIBC World Markets Inc. acted as financial advisor to Canadian Oil Sands in this
transaction.

The Syncrude Project is a Joint Venture undertaking'among Canadian Qil Sands Limited
(31:74 per cent), Canadian Oil Sands Limited Partnership (5 per cent), Imperial Qil
Resources (25 per cent), Petro- Canada Oil and Gas (12 per cent), ConocoPhillips
Oilsands Partnership II (9.03 per- cent), Nexen Oil Sands Partnership (7.23 per cent),
Mocal Energy Limited (5 per cent), and Murphy Oil Company Ltd. (5 per cent) as the
project owners. Syncrude Canada Ltd. is the operator of the Syncrude Project.

Canadian Oil Sands Trust provides a pure investment opportunity in the oil sands through
its 35.49 per cent working interest in the Syncrude Project. Located near Fort McMurray,
Alberta, Syncrude operates large oil-sands mines and an upgrading facility that produces
a light, sweet crude oil. Canadian Oil Sands is an open-ended investment trust, which
allows it to make distributions on a tax-efficient basis. The Trust is managed by
Canadian Oil Sands Limited and has approximately 468 million units outstanding, trading
on the Toronto Stock Exchange under the symbol COS.UN,

Advisory: In the interest of providing Canadian Oil Sands Trust (“Canadian Oil Sands”, “COS” or the
“Trust"”) unitholders and potential investors with information regarding the Trust, including management's
assessment of the Trust's future plans and operations, certain statements throughout this press release
contain “forward-looking statements”. Forward-looking statements in this release include, but are not
limited to, statements with respect t0: the expected timing to close the purchase and the receipt of
regulatory comfort and TSX approval.

You are cautioned not to place undue relmnce on forward-looking statements, as there can be no assurance
that the plans, intentions or expectations ipon which they are based will occur. By their nature, forward-
looking statements involve numerous assumptions, known and unknown risks and uncertainties, both
general-and specific, that contribute to the possibility that the predictions, forecasts, projections and other
Jorward-looking statements will not occur.) Although the Trust believes that the expectations represented by
such forward-looking statements are reasonable, there can be no assurance that such expectations will
prove to be correct. Some of the risks and other factors which could cause results to differ materially from
those expressed in the forward-looking statements contained in this press release include, but are not
limited to: regulatory requirements, especially those impacting income trusts, and general economic
conditions in Canada and in the Fort McMurray area in particular; and such other risks and uncertainties
described from time to time in the reports and filings made with securities regulatory authorities by the
Trust. We would refer vou to the risks and assumptions further outlined in the Trust's annual information
Jorm and annual and quarterly financial reports.
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